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About the Review 

This first issue of the Ontario Economic 
Review under the Treasury Department 
(Finance and Economics) introduces a new 
look to the publication along with expanded 
economic coverage. A new regular feature 
will be the group of business cycle indicators 
presented in graphic form and intended to 
provide information for the analysis of 
trends in the economy. 

As has been customary, the first issue of 
the year contains an annual review of the 
economy with, where possible, specific 
reference to Ontario. 

The article appearing in this issue was 
prepared by Sid Dolgoy, who departs as 
editor of the Ontario Economic Review 
to join the Department’s Economic 
Planning Branch. 


Indicator Charts, Pages 14-16 
Fluctuations in aggregate economic acti 
commonly used to define business cycle 
not necessarily correspond with fluctua’ 
in the individual activities which make} 
the aggregate. Instead different indi 
of economic activity may vary with 
to both their rates of growth and the ti 
of their peaks and troughs: some mé 
grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assumi 
a direction in advance of the aggregate 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used t 
anticipate the short-run future course of 
overall economy. The charts on pages 14 
in the Ontario Economic Review present 
a number of these leading indicators, as\ 
as several which are coincidental to or ~ 
lag behind the aggregate, to provide for 
the reader an opportunity to make 4 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the vat 
indicators can readily be made, great cal 
must be exercised in making such a 
comparison of the amplitude of fluctua 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarith 
scales with one and two cycles respecti¥ 
over a given vertical distance ) — only th 
logarithmic scales can be used to com 
relative changes in different indicators. 
this applies only when all series being. 
compared are on the same logarithmic 
scale. In such a situation all parallel lin 
represent equal rates of growth, the ex’ 
rate of growth being determined by 
the slope of the line. 
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jans enjoyed yet another year of eco* 
prosperity in 1967, their seventh since 
But the economy’s performance was 
m an unqualified success. 
e, the economy did continue to move 
d, with production, employment and in- 
ill reaching record high levels in 1967: 
vational product, the total value of all 
and services produced, climbed to 
billion, a gain of 6.8 per cent over 
employment across the nation expand- 
a full 227,000; and personal income 
ver higher, exceeding $2,300 for every 
woman and child. 
these seemingly impressive gains begin 
year illusory when coupled with other 
sobering observations. Though output 
1 1966’s all-time high, it did so just 
y, attaining a far-from-outstanding 
h rate — one much lower than in pre- 
y years. Real growth — the percentage 
se in actual volume of output — was only 
r cent in 1967, a far cry from the aver- 
nnual gains of approximately 6.2 per 
ecorded between 1962 and 1966. Ac- 
anying this relatively low rate of ad- 
was a near four per cent increase in 
—perhaps the most significant single 
-marring the economy’s performance 
fear. And though employment rose 
intially, the size of the labour force in- 
-d even more, producing a higher unem- 
dent rate in Canada. 
tario too experienced a lower rate of 
h—as, in fact, did the United States 
nany other industrialized nations. But 
‘Ovincial slowdown was less severe than 
wf the entire nation, mainly because of 
i0’s basic economic stability. Gross pro- 
il product rose from $23.1 billion in 
to $24.9 billion last year, a gain of 7.8 
ont. This fell short of the 10.0 per cent 
experienced in 1966, but represented 
f a drop than Canada’s decline from a 
per cent gain in 1966 to a less than 
per cent gain last year. While Canada’s 
rowth rate was 2.8 per cent last year, 
rio’s was 3.7 per cent. In almost all 
ures of economic activity, Ontario’s 
exceeded those of Canada as a whole. 
meant that Ontario — one of the nation’s 
ng growth areas and one accounting for 
ifths of total production — was a major 
ibutor to the nation’s overall growth. 


Ontario: A Major Contributor to 
Overall Economic Gains in Canada 
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International developments: 
a mixture of promises and problems 
The world economy faced a unique mixture 
of promises and problems in 1967 The 
conclusion of the Kennedy Round of tariff 
negotiations finally crystallized international 
agreement on wide-ranging tariff cuts, hold- 
ing out the promise of fewer barriers to trade 
and greater international economic rationali- 
zation. The setting up of plans to create 
Special Drawing Rights at the International 
Monetary Fund was another important de- 
velopment, in this case promising to help 
establish international financial stability. 
(These plans took on added importance when 
they became a vital element in the recent bat- 
tle to restore confidence in paper currency.) 
Among the leading problems, the continu- 
ing British economic crisis was perhaps the 
most outstanding, leading as it did to the 
devaluation of the British pound in Novem- 
ber. Though devaluation was an important 
step toward solving Britain’s persistent eco- 
nomic ills, it did — in the short run at least — 
undermine the competitive position of Brit- 
ain’s trading partners.'! Fortunately Canada 
did not have to face the prospect of making 
major readjustments, principally because its 
exports to Britain have consisted mainly of 
primary products, the demand for which is 
inelastic and which have few substitutes. 
Another problem was created by the year- 
end announcement that the United States in- 
tended to adopt strict measures to reduce its 
balance of payments deficit. While tighter 
control of international capital flows was 
recognized as a legitimate means of accom- 
plishing this desirable goal, it did raise the 
possibility of added strains on the Canadian 
economy. Fears that the repatriation of U.S. 
funds in Canada would adversely affect the 
economy produced abnormally large sales of 
Canadian dollars early in 1968; these finally 
subsided after the U.S. government provided 
assurances that these funds would not have 
to leave Canada. This was later followed by 
a U.S. decision to exempt Canada from its 
guidelines on direct investment and lending 
by U.S. banks. 


Pluses and minuses in the economy 

Two positive forces in particular pushed the 
economy ahead last year, both in Ontario and 
in Canada. The first was exports — more spe- 
cifically, automotive exports to the United 
States. Directly as a result of the Canada- 
United States Agreement on Automotive 
Products —the auto agreement — Canada’s to- 


nnn EEE 


1That is, those countries that did not devalue at 
the same time. 
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tal automotive exports almost doubled last 
year. This represented the third consecutive 
year of phenomenal increases since the in- 
ception of the auto agreement early in 1965. 
By the end of last year the annual value of 
auto exports was actually close to 10 times 
what it had been in 1964, the year before the 
agreement. Because of these exports — and 
almost entirely because of them — Canada’s 
total merchandise exports (including re- 
exports) last year soared 10.5 per cent to 
$11.41 billion, exceeding the ambitious 
$10.25 billion target set for 1967. 

The second source of strength last year 
was Expo. While much of the activity revolv- 
ing around Expo and Canada’s centennial 
celebrations was centred at the actual Expo 
site in Montreal, thousands of tourists from 
all provinces, the United States and overseas 
took the opportunity to see other parts of 
Canada. Ontario played host to a large 
number of them, earning an estimated $600 
million in non-resident tourist revenue as a 
result. Tourist dollars flowed in all across the 
country, turning Canada’s usually negative 
balance on tourist account into a positive 
One in its international balance of payments. 
Of course tourism affected a number of differ- 
ent industries as well, including retail trade, 
wholesale trade and transportation, especially 
during the six months of Expo. 

On the minus side there were a number of 
important developments overshadowing these 
substantial gains, perhaps the best known be- 
ing the increase in prices during 1967. For the 
second successive year price increases were 
considerably higher than the usual less than 
two per cent gains of earlier years, although 
last year’s increases were somewhat lower 
than those of 1966. These increases last year 
took place despite a general slackening in the 
growth of total output. Prices rose 3.9 per 
cent, double the annual gains of the early 
1960’s, with the largest increases recorded in 
the government expenditure, service and 
construction sectors. Government spending 
during the past two years was indirectly re- 
sponsible for the increased prices in other 
sectors of the economy because it created 
strains in other sectors which led to rising 
costs and therefore spreading price increases. 

But no less important was the poor pro- 
ductivity performance of the economy last 
year. With manufacturing wages rising rap- 
idly on the one hand and weaker demand 
producing excess capacity on the other, la- 
bour costs per unit of output rose dramati- 
cally. For the overall economy weak demand 


meant a disappointing rate of growth in real 
output; and with employment rising more 
than the volume of output, real output per 
employee did not increase at all. 

Capital investment was another notable 
area of weakness, although it was not unex- 
pected in the light of the extensive additions 
to capacity already made in the tremendous 
investment boom of the three preceding years. 
Sagging corporate profits, softened markets 
and a number of industrial disputes had a 
lot to do with the weakness in non-residential 
construction and investment in machinery 
and equipment. On the other hand housing 
construction, though still hampered by a 
general shortage of mortgage funds, actually 
made a substantial recovery in terms of hous- 
ing starts last year. Mainly because of the in- 
troduction of a spring direct-lending program 
by CMHC, the number of housing starts in 
Ontario and elsewhere rose sharply in late 
spring and early summer (though it fell back 
later in the year), taking total starts just 
slightly higher than the level reached in 1965. 
However the full extent of this substantial 
improvement was not registered in actual in- 
vestment statistics, mainly because of the very 
small carryover of dwelling units under con- 
struction at the beginning of the year. 


The setting for last year 

In order to place developments in 1967 in 
their proper perspective, it is useful to look 
as far back as the early 1960’s when the cur- 
rent economic expansion began. When the 
economy is viewed in this way, the inevita- 
bility of last year’s slowdown becomes more 
apparent. Indeed, at this stage in past busi- 
ness cycles the economy has usually experi- 
enced a complete cessation of growth. 

It was in March of 1961 that the national 
economy began to climb upward, following 
a period of economic stagnation in 1960. At 
first the high 7.1 per cent unemployment 
rate and abundant unused industrial capacity 
made rapid growth a simple matter. Through- 
out succeeding years, however, the supply of 
readily available resources diminished rap- 
idly, and in 1965 the economy reached virtual 
full capacity, its growth limited to gains in 
productivity and in the size of the labour 
force. 

The first significant signs of strain appeared 
in 1965 when price increases in the construc- 
tion sector (resulting from the boom in capital 
investment) combined with increases else- 
where to exert noticeable inflationary pres- 
sures. The price of food — particularly beef 


and pork — rose markedly in spring and 
at year-end mainly because of ad 
weather conditions and the cyclical 
ments in the supply of meat. At the cl 
the year the government sector also beg 
exert a powerful influence as expend 
increased sharply. 

Though labour costs kept increasin 
ing 1965, they were not as important 
tributor to rising prices as were the pre 
of demand. This situation began to qd 
early in 1966. It was then that newly 
duced Canada and Quebec Pension Plar 
roll deductions cut into net take-home 
adding to the easing in demand for dy 
goods—particularly automobiles—alread 
dent in the last months of 1965. Fewer 
worked each week in manufacturing 
greater payroll deductions led to pressur 
compensation in the form of higher 
rates. These pressures, spreading to 
areas of the economy, were soon trang 
into higher wage rates and, accordif 
higher prices. Price increases were most} 
nounced in the low-productivity sen 
sector, where increases in labour costs far} 
stripped the very small gains in product 

Although goods producing industries: 
already begun to decelerate at the begin 
of 1966, the first quarter saw the largest 
nomic advance of the five year old econo 
expansion. Signs of overheating were cl 
evident, particularly in all three levels of 
rapidly expanding government sector. 
federal government subsequently postpe 
a variety of capital projects — but contin 
to operate at a deficit, introducing huge} 
plementary spending estimates. In orde 
relieve some of the pressures it brought di 
new tax measures, including higher pers 
income tax and a refundable tax on corpe 
profits so as to curb the investment boom 
reduce domestic demand. 

What followed, however, was a sudden 
severe deceleration in the economy, 
which damped consumer spending and} 
afterward ended the investment boom. 
fortunately this exerted an additional — 
quite powerful — restraining influence or 
private goods sector, a sector which 
not been responsible for the substa 
price increases of previous months. } 
the market for consumer goods substant 
weakened, slack developed in manufactu. 
industries and productivity conseque: 
suffered. This, combined with continuall 
creasing labour costs produced serious 
sion of already-stricken corporate profits. 


ing 1966 various sectors of the econ- 
egan to lose the forward momentum 
p in previous years. Fixed capital in- 
nt levelled off, manufacturing output 
sed more slowly and the pressures on 
t labour market began to let up a 
Residential construction, already ex- 
cing difficulties because of insufficient 
ing capital, plummeted in 1966. Yet 
and prices continued to mount, as 
n customary at the end’ of modern 
sions. 
pite of this levelling off, interest rates 
in earlier months had risen as eco- 
activity soared) remained at very high 
throughout most of the year. Ordinarily 
period of deceleration with its easing 
ssures might have meant a return to 
credit conditions. But this was not the 
Despite the marked weaknesses in vari- 
sctors of the economy in 1966, several 
Ss were at work leading to tighter rather 
sasier credit. Probably the most impor- 
was the rapid increase in government 
ling. Total government purchases of 
, and services jumped 17 per cent in 
after experiencing average annual gains 
out seven per cent between 1961 and 
What expansion there was in the money 
y was unable to keep interest rates down 
gh most of 1966, as the yield on three- 
nh treasury bills rose to a record-high 
il average of five per cent. 
other important factor was the similar 
to higher interest rates in the United 
s, in this case largely because of the 
s imposed by the drain of resources to 
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Viet Nam. To retain the ability to attract 
money from U.S. capital markets it became 
necessary to raise the rates in Canada 
whenever interest rates increased across the 
border. 

Conditions in the economy did improve 
toward the end of the year, though the im- 
provement turned out to be much more tem- 
porary than might have been anticipated at 
the time. During the last quarter there was a 
modest upsurge in output, primarily because 
industrial disputes had reduced output and 
depleted inventories during the preceding 
quarter. At the same time concern over the 
tight money situation in autumn led to some 
easing in credit in both Canada and the United 
States. 


The economy lost momentum at the 

start of 1967... 

Instead of building in strength, the revival at 
the end of 1966 gave way to further loss of 
momentum. Additions to inventory made at 
the close of the year, though significantly 
lower than they had been earlier in spring, 
were still excessive in the light of the con- 
tinued easing in the economy. Early in 1967 
shipments levelled off leaving inventories at 
a relatively high level. This resulted in a 
sharp cutback in additions to inventory for 
the first six months of 1967. Though there 
were large increases in exports, the produc- 
tion of durable manufactured goods, particu- 
larly motor vehicles and parts, was reduced 
substantially at the start of 1967 as the con- 
sumer market for durables continued to show 
some weakness. 

In spite of flagging manufacturing produc- 
tion the overall Canadian economy did move 
ahead at the beginning of 1967, mainly on 
the strength of large gains in exports. The 
bulk of these gains, ironically, was in auto- 
motive exports to the United States as Cana- 
dian producers steadily increased their share 
of the total North American market.! 

The actual extent of economic growth 
early in 1967 was somewhat exaggerated by 
rising prices. In real terms the increase from 
the last quarter of 1966 to the first quarter of 
1967 was little more than one half of one per 
cent. But a large increase in prices pushed 
the gain to just under two per cent. 

The generally ‘slackened pressures of de- 
mand in the latter part of 1966 and early 
1967 were responsible for a significant change 
in financial markets. With the money supply 
permitted to increase substantially, credit 
conditions eased and interest rates fell from 


their very high levels of 1966. The yield on 
three-month treasury bills, for instance, fell 
to four per cent by April, 1967, down a full 
percentage point from the level of a few 
months earlier. 


. -. Substantial improvement in the 
second quarter 
In the second quarter of 1967 real output 
advanced much more rapidly than it had in 
the first, while price increases were signifi- 
cantly less pronounced. The commencement 
of Expo did much to speed up the tempo, as 
the tourist account pushed exports of services 
considerably higher. Exports of goods on the 
other hand barely advanced at all: a poorer 
performance in lumber, wood pulp, alumi- 
num, nickel, copper and zinc offset gains in 
other commodities, including newsprint, 
crude petroleum, natural gas and iron ore. 
Another source of strength was the -im- 
provement in residential construction. After 
having experienced a decline for a full year, 
investment in residential construction, en- 
couraged by a new spring program of direct 
lending by Central Mortgage and Housing. 
Corporation, finally leaped ahead with the 
largest quarterly increase in years. (This 
development was particularly strong in 
Ontario.) However, investment in non- 
residential construction and machinery and 
equipment declined, producing an overall 
decline in total business fixed capital invest- 
ment. A large increase in government expen- 
diture on goods and services added to the 
gains in the economy, as did an increase in 
personal expenditure, spearheaded by in- 
creased sales of autos and other durables. 


... followed by a small decline 

in the third quarter 

In the third quarter the upward trend in the 
economy was temporarily halted. While gross 
national product rose 0.5 per cent, all of this 
gain was attributable to higher prices; in real 
terms the economy fell back a slight 0.5 per 
cent. 

Declines were evident in a number of 
areas. There was a rather sharp cutback in 
government spending on goods and services 
as well as a continued but now more pro- 
nounced drop in the rate of business fixed 
capital investment. The latter decline once 
again reflected the unequal pull of opposing 
movements in the components making up the 
total: residential construction advanced while 
the rate of investment in non-residential con- 
struction and machinery and equipment de- 
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141 the start of the auto agreement private 
assurances were given that Canadian automotive 
production would increase a specific minimum 
amount by the end of the 1968 model year. This 
virtually guaranteed the continued flow of 


vehicles to the United States even when 
sales were slack. 
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clined. During this period the advance in 
residential construction was not as pro- 
nounced as it had been in the second quarter; 
in fact, with the termination of the direct- 
lending program the number of actual hous- 
ing starts turned downward. 

The moderation in government spending 
represented the start of a deliberate effort to 
curb the extremely large increase evident 
earlier in the year. It was this government 
spending that had been a leading contributor 
to earlier price increases. 

Exports declined noticeably as well. While 
the export of services advanced nearly six per 
cent, the larger merchandise exports compo- 
nent fell eight per cent in the third quarter. 
Many of the same commodity exports which 
had declined in the previous quarter con- 
tinued to fall in the late summer and early 
autumn, as did wheat, iron ore and scrap 
iron, newsprint and natural gas. Improve- 
ments were made in copper exports and once 
again in crude petroleum, where exports con- 
tinued to rise as an aftermath of the Middle 
East war and the closing of the Suez Canal. 

The two increases recorded in the third 
quarter aside from residential construction 
were inventory investment and consumer ex- 
penditure. Manufacturing production enjoyed 
a particularly good quarter with durables tak- 
ing the lion’s share of the gain. A major fac- 
tor was the rise in Canadian automotive pro- 
duction to build up inventories in advance of 
the announced U.S. Ford strike. But there 
were other manufacturing gains as well, the 
two most notable being increased production 
of electrical apparatus and supplies and rub- 
ber products. 


... and a small gain at year-end 

Recent National Accounts data indicate that 
there was an improvement in the fourth quar- 
ter, but only a very moderate one. While gross 
national expenditure rose one per cent in cur- 
rent dollars, the real gain was only 0.4 per 
cent. During this quarter manufacturing 
production improved, particularly durables, 
which were enjoying their second successive 
quarterly gain. Production of primary iron 
and steel was noticeably higher, spurred by 
increased foreign sales. Another contributor 
to this gain in durables was rising production 
of concrete products, recuperating from the 
effects of industrial disputes in the related 
construction industry. Because of the Ford 
strike in the United States which cut the sup- 
ply of parts and forced the eventual shutdown 
of Ford of Canada, total Canadian motor ve- 


hicle production in the final quarter advanced 
only slightly while parts production declined. 

Another source of strength was the re- 
covery of merchandise exports following two 
rather weak quarters. Exports of primary 
iron and steel and electrical products both 
advanced, and automotive exports recovered 
quickly from the strike to make impressive 
gains toward the end of the year. On the 
services side, the conclusion of Expo resulted 
in a sharp reduction in exports of services, 
but an over 10 per cent gain in merchandise 
exports left total exports of goods and ser- 
vices three per cent higher in the last quarter. 

While consumer spending was not as strong 
a force in the latter half of 1967 as it had been 
earlier in the year, it still remained an impor- 
tant contributor to the economic advance in 
the last quarter. 

Less favourable was the progress of resi- 
dential construction, which for the previous 
two quarters had been the main force pre- 
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venting total business capital investment fr 
falling precipitously. Investment in hou 
declined two per cent in real terms in the 
quarter, reflecting the mid-year reduction j 
the number of housing starts. 

The resumption of non-residential ¢¢ 
struction work following months of strik 
eased the declining trend in that area of C01 
struction. This was most pronounced in ins 
tutional and government construction whe} 
earlier some improvement had been noted i 
the number of building permits issued. 

One of the most spectacular developmen 
in the last months of the year occurred 
Canada’s financial markets. Although i 
est rates had been climbing from their ]o 
point in spring, the first increases — large 
they were —were nothing compared to tl 
increases toward the end of 1967. The rai 
on three-month treasury bills, down to for 
per cent in April, rose to 4.34 per cent at tl 
end of August, passed the 1966 high pointy 
5.19 per cent early in November and the 
soared to just under six per cent by the er 
of the year. This movement, correspondit 
to a similar though less pronounced rise | 
the United States, pushed the treasury b 
rate very near the seven per cent mark ear 
in 1968. 

There were a number of reasons for t 
severe tightening of credit. In the Uniti 
States the use of monetary measures to cu 
inflationary pressures resulted in rising inte 
est rates, making it necessary for Canadij 
rates to rise accordingly. In Canada itse 
governments sought large amounts of ¢a 
to cover expenditures while businesses act, 
to replenish working capital for an expect. 
economic upturn before tight credit con 
tions returned. Both of these acts in ther 
selves had an immediate effect on credit. Tl 
might not have produced quite so startling 
change had it not been for a pronoune| 
preference for liquidity on the part of inv: 
tors. Rather than invest in bonds and mo) 
gages, they sought to retain short-term liqv 
assets, reducing the resources available » 
longer-term borrowing. British devaluati’ 
late in the year also led to a sharp increase 
interest rates in both Canada and the Unit 
States. The pressures upon Canada creal’ 
by the announced program to. protect 
U.S. balance of payments kept Canad) 
rates rising as well. | 


tailed Statistics 


| Output 

year Canada’s gross national product 
srienced the lowest increase in volume 
ytal output since the beginning of the cur- 
economic expansion, although this was 
jally masked by a continued increase in 
r Total output of goods and services 
‘ to $62,068 million in current dollars, an 
ease of 6.8 per cent over the previous 
’s $55,916 million; but the exclusion of 
+e increases — which represented more 
4 one half of this gain — brought the real 

| down to 2.8 per cent. 
he pattern in Ontario was essentially the 
, although the rapid growth of Ontario’s 
motive industry and the decline in agri- 
jure on the Prairies both contributed 
‘Ontario’s relatively better performance. 
iss provincial product rose 7.8 per cent 
veen 1966 and 1967, from $23.1 billion 
/24.9 billion, but the actual volume of out- 
/ increased just less than half of this, or 
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3.7 per cent. As in the case of Canada as a 
whole this represented the smallest percent- 
age increase in real output since the current 
expansion began in 1961. In preceding years 
real growth ranged between 5.6 and 7.6 per 
cent. 

One of the notable aspects of Canada’s 
limited real growth in 1967 was the smal] 
advance in the output of goods producing in- 
dustries. Excluding agricultural output, the 
output of all goods producing industries rose 
only 1.9 per cent compared to 8.1 per cent 
and 7.8 per cent in the corresponding 
1965/64 and 1966/65 periods.! 

For the first time since 1960 service pro- 
ducing industries grew more rapidly than 
goods producing industries, their 4.5 per cent 
advance being attributable mainly to in- 
creased ouput in transportation, retail trade, 
and finance, insurance and real estate. 
Because service producing industries usually 
experience only small gains in productivity, 


the result has been that the overall produc- 
tivity performance of the economy has not 
been good. 

Putting together the gains in both goods 
producing and service producing industries, 
the net result has been a 3.1 per cent increase 
in the real output of the non-agricultural 
economy?’ This was the lowest gain since 
1961, considerably lower than the 6.7 per 
cent gain recorded in 1966. 

As in 1966 the largest gain of all the in- 
dustry groups was recorded in electric power 
and gas utilities, which rose 10.0 per cent. 
In Ontario, the statistics available indicate 
that Ontario Hydro provided 51.36 billion 
kilowatt-hours of primary energy, a gain of 
6.9 per cent over 1966. 

Among the other goods producing indus- 
tries, the largest advances were in mining and 
forestry which rose 6.5 per cent and 4.1 
per cent respectively. Primarily responsible 
for the lower overall gain for goods produc- 
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sed on indexes of real domestic product less 
iculture for Canada (1949 = 100). Real 
nestic product at factor cost, an elaboration 
he supply side of the National Accounts, 
resents the sum of the unduplicated output 
ul industries located in Canada. 


1961 1965 1966 
Volume Index (1949 = 100) 


172-6 224.1 240.4 
159% eal 204.9 
210.0 243.4 258 
158.6 237.4 258.5 
126.9 IIb 5 4 13729 
152A 220.6 2951 
134.8 ira Loe 
156.7 198.3 21Gel 
180.4 PORE: 239 
274.0 345.9 SO 
250.4 344.7 877.5 
2925 407.3 448.8 
158.9 237.2 ILS 4 
144.9 181.7 TS oan 
156.6 pias ke | Disye Wl 
138.1 250.0 213.8 
156.2 347.6 S123 
149.1 eM 345.6 
156.3 186.9 iS eke) 
L979 31972 368.8 
PA Wee Fe 286.9 296.3 
166.9 23041 247.2 


1961 
1967 to 1965 1966/65 1967/66 
Annual % Change 
244.9 6.6 Tes ro 
PANS word 5.0 6.1 4.1 
260.8 3.8 6.0 1.0 
2S 10.6 8.9 —1.2 
13071 1.6 2.0 —4.2 
234.8 oF Sih OF 
172-0 6.2 4.7 —4.0 
Mal 6.1 9.0 0.7 
249.5 ES) Tie) 4.1 
387.0 6.0 7.4 4.1 
390.4 8.3 95 3.4 
461.1 8.6 10.2 Pid 
25071 10.5 7.6 0.4 
187.7 5.8 4.1 —0.8 
248.4 Tez he —1.9 
286.7 16.0 oye) 4.7 
392.6 BoA | (a 20 
344.3 20.8 9.0 —0.4 
201.6 4.6 4.7 e20 
Ste 127, HES) 0.7 
278.0 Tol 355 —6.2 
250.0 8.4 7.4 Led 


2 The difference between this gain and the 

2.8 per cent gain in the constant dollar value of 
gross national product is accounted for by (i) the 
exclusion of agriculture (ii) the inclusion of 
income paid to non-residents (iil) the exclusion 
of income received from non-residents, and 
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(iv) the exclusion of “indirect taxes less 
subsidies.” In addition there may be statistical 
differences between these two measures of 
aggregate production. 
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ing industries were poor performances in 
manufacturing, contruction and the relative- 
ly minor fishing and trapping category. While 
manufacturing output increased 1.1 per cent, 
the failure of capital investment to grow led 
to a 3.6 per cent decline in the output of con- 
struction industries. 

In the service producing industries there 
was less of a spread between the largest and 
smallest gains experienced by individual in- 
dustries. At the top of the list was a 5.7 per 
cent gain in transportation, the major com- 
ponent of the broader transportation, storage 
and communication group (which advanced 
4.9 per cent). Second to this was finance, in- 
surance and real estate, where a gain of 5.5 
per cent was recorded. Of the other major 
groups, public administration and defence as 
well as community, recreation, business and 
personal service rose four per cent, while 
trade advanced 3.5 per cent mainly on the 
strength of a 4.6 per cent rise in retail trade. 


Manufacturing 

Softening in the demand for manufactured 
products was clearly evident last year, in 
both Ontario and the nation as a whole. In 
Ontario, the value of manufacturing ship- 
ments rose 2.6 per cent to a level of $19.8 
billion, a gain far below the ten per cent in- 
creases of recent years. Canada’s 2.1 per cent 
increase followed the same pattern, coming 
down from 9.2 per cent the year before. 

As a result of the better performance in 
Ontario than in the rest of Canada, Ontario 
continued to improve its position with respect 
to total Canadian manufacturing. For a num- 
ber of years now Ontario has slowly increased 
its share of total Canadian manufacturing 
shipments; by 1967 the province’s shipments 
represented 52.9 per cent of Canada’s total 
of $37.5 billion. 

Hardest hit by the general slackening in 
the economy was the production of manufac- 
tured durables. According to the indexes 
measuring volume increases in manufactur- 
ing production, non-durables expanded more 
rapidly than durables. Of the total 1.1 per 
cent gain in all manufacturing activity in 
Canada, non-durables advanced 1.9 per cent 
while durables rose 0.4 per cent. In recent 
years of substantial growth, it had been dur- 
ables which had set the pace, advancing more 
rapidly than non-durables. 

A number of factors were at work contri- 
buting to the weakness in durables. First there 
was the smaller increase in per capita dis- 
posable income which affected the demand 


for products ranging from television sets to 
automobiles. There was the slump in con- 
struction, an aftermath of the capital invest- 
ment boom (also in part due to strikes in the 
construction industry). Iron and steel pro- 
ducers were seriously affected, as output 
dropped below the level of 1966. Steel ingot 
production fell from 9,814,000 tons in 1966 
to 9,551,000 tons last year, a decline of 2.7 
per cent. Hardest hit were manufacturers of 
non-metallic mineral products, whose build- 
ing material production reflected the decline 
in the construction industry. 

The motor vehicle industry actually 
recorded the best gain in manufacturing out- 
put, although this represented a lower rate of 
increase than in previous years, particularly 
1965, when gains were quite spectacular. By 
far the major proportion of the gains could 
be attributed to the auto agreement; because 
of it, Canadian automotive exports were 
maintained at very high levels, even during 
periods of declining automobile sales in both 
Canada and the United States. 


Ontario Mineral Production 


The number of motor vehicles produe 
in Canada last year, at 947,000, represent 
an annual increase of 5.0 per cent. (Passeng 
car production rose 2.7 per cent to 721,01 
units at the same time.) The output of mot 
vehicle parts, on the other hand, fell just she 
of the previous year’s level. 

In the non-durables group, the major a 
vances were in food and beverages, printin 
publishing and allied industries and in pro 
ucts of petroleum and coal, all of whir 
expanded just more than four per cent. , 
the other extreme were declines of simil 
magnitude in clothing and leather produc 
Rubber products also declined, but to a less 
degree, mainly as a result of a sharp fir 
quarter decline. 


Mining 

Recovering from a small decline in 196 
Ontario’s mining output soared 24.5 per ce 
last year, passing the billion dollar mark f 
the first time. Total mining output rose fro 
$957.9 million in 1966 to $1,192.8 milli 


1966 1967 Volume Value 
$ Million % Change 

Metals 732.4 962.9 3155 

Nickel 269.5 354.9 19.0 Sie, 

Copper 181.4 2560) 32.9 41.6 

Iron ore S05, 95.2 Se, 3.8 

Zinc 24.9 79.0 PVA) 2176 

Gold 62.6 565 —10.1 —10.0 

Uranium (U3Og) 42.8 39.2 —7.3 —8.2 

Platinum group 32.4 34.3 LS 5.8 

Non-Metallics ieee | 2351 210 

Salt ied) 20.2 oni | 32.8 

Fuels 10.2 9.8 —3.9 

Natural gas 5.9 See. 0.1 —0.5 

Crude petroleum 4.2 3:9 —2.7 —8.6 : 

Structural Materials 191.6 191.4 01 @ 

Sand and gravel 67.2 70.7 4.9 Su | 

Cement a2 48.1 161 = o.t | 

Stone 33.6 36.6 —2.6 9.0 | 

Clay products 25.8 24.9 —3.6 | 
| 
| 

Total Minerals 957.9 1,192.8 24.5 | 


Source: Dominion Bureau of Statistics. 


1967. Accounting for 28 per cent of 
ada’s $4,273.8 million total, Ontario’s 
ing industry enjoyed a larger annual gain 

that of any other province, easily sur- 
: even Alberta’s near 18 per cent in- 


se. Smaller increases in other provinces 
uced a total Canadian increase of 10.7 
cent. 

The accompanying table shows the extent 
hange in the output of various mineral 
ucts in Ontario. The influence of price 
eases is visible in the disparity between 
= in the volume and value of certain 


ucts. 

rhe value of nickel production was once 
i the largest of any single metal, as 
duction rose 31.7 per cent from $269.5 
jon in 1966 to $354.9 million in 1967. 
oper, the second ranking metal, experi- 
ied a 33 per cent gain in volume and a 
jper cent gain in value, rising to $256.7 
ion. In comparison iron ore —in third 
‘ition — almost stood still; it managed a 
int rise from $91.7 million to $95.2 mil- 
|, almost totally due to increased volume. 
|; most spectacular gain among the leading 
tals was recorded in zinc production, 
Ire the volume rose from 164.8 million 
inds to 545.5 million pounds, and the 
le more than tripled from $24.9 million 
(966 to $79.0 million in 1967. Because 
: 10 per cent decline in its production, gold 
‘oped in rank to fifth place. This represen- 
(yet another year of decline — the sixth in 
1w — for the ailing gold industry which has 
"1 squeezed by rising costs and a fixed price 
!gold. Uranium production continued to 
line as well, this time by 8.2 per cent. Its 
le dropped from $42.8 million in 1966 to 
1,2 million last year. 

‘he overall gain in metals was 31.5 per 
. last year, bringing the total value up to 
/2.9 million — actually higher than total 
‘duction of all minerals in 1966. Metals, 
vesenting over 80 per cent of the total 
ule Of Ontario’s mineral production, were 
|major factor in the overall gain in 1967. 
[peer non-metals rose 21 per cent last 
tr, the fact that they represent less than 
1 per cent of total production has meant 
| this has had only a small impact upon 
| Overall picture. Fuels, even smaller in 
‘tive size, declined from $10.2 million in 
6 to $9.8 million in 1967, a drop of 3.9 
-cent. Structural materials, a significantly 
ler group than the previous two, recorded 
ightly reduced value of $191.4 million 
ie Though sand, gravel and stone rose 


somewhat, declines in clay products, cement 
and lime wiped out these gains. 


Agriculture 

Agricultural developments last year produced 
an estimated gross value of farm production 
of $1.4 billion, over eight per cent higher than 
in 1966. Provincial farm cash receipts (ex- 
cluding supplementary payments other than 
those paid to dairy producers) reached $1.28 
billion at the same time, up 4.2 per cent from 
$1.23 billion in 1966. For the whole of 
Canada the increase in cash receipts was 3.4 
per cent. 

Ontario’s field crop yields generally held 
up well in 1967, despite heavy July rainfalls 
in Western and Central Ontario and below- 
normal August temperatures in the southern, 
western and northern regions. Oats, barley, 
mixed grain, flaxseed, buckwheat and hay 
crops showed substantial increases over the 
1966 yields per acre. However winter wheat, 
rye, dry beans, soybeans and potatoes showed 
declining yields. 

In terms of total yields, major advances 
were made in barley, which rose 17.4 per cent 
from 11.2 million bushels in 1966 to 13.2 
million bushels in 1967; mixed grain, up 11.3 
per cent from 40.9 million bushels to 45.5 
million bushels; and shelled corn, up 11.5 per 
cent from 64.8 million bushels to 72.3 million 
bushels. Despite a nearly 11 per cent reduc- 
tion in oat acreage, oat production was down 
only 1.2 per cent from 1966. Potato produc- 
tion dropped 26.6 per cent during the same 
period. 

Although Ontario’s 210.6 million pound 
flue-cured tobacco crop was smaller than 
1966’s 215.0 million pound crop, its quality 
was exceptionally high, much higher than 
in the previous year. 

Adverse weather conditions in Western 
Ontario affected fruit production in 1967. In 
spite of a substantial increase in apple pro- 
duction in Eastern and Northern Ontario, a 
poor year in Western Ontario produced an 
overall provincial decline of six per cent. 
Other fruits were down as well, including 
plums and prunes, sweet cherries, peaches 
and pears. Total plums and prunes, down 41 
per cent, experienced the sharpest decline. 
Sour cherries increased approximately 75 per 
cent from the previous year’s rather poor 
crop. Raspberries, strawberries and grapes 
were up as well. 

Some vegetable crops, including processing 
tomatoes, sweet table corn, lettuce and bunch- 
ing onions were somewhat larger than in 


1966, while celery, green and wax beans, and 
radishes were lower. Asparagus showed little 
change. 

Average prices received by farmers for 
farm products were generally better than in 
1966. The estimated total value of fruits, in- 
creased by about five per cent and that of veg- 
etables by about 10 to 12 per cent. 

In livestock, the price of good steers at 
Toronto increased from a range of about 
$24.50 to $27.50 per hundredweight in 1966 
to a range of about $26.50 to $29.00. There 
was a slight decline in the number marketed. 
Hog prices (dressed, no. 1) dropped from 
about $42 to $33 in the same period; volume 
increased approximately 17 per cent. 


Forest-Based Industries 

Because of weakened U.S. demand for pulp 
and paper and a general slowdown in con- 
struction activity in both Canada and the 
United States, only isolated gains were re- 
corded in the forest-based industries in 1967. 
Value of production remained close to the 
level of the previous year, while overall vol- 
ume was down slightly from the record level 
of 1966. 

Rapidly rising capacity in the newsprint 
industry and more slowly rising demand — 
exports to the United States suffered be- 
cause of increased production in that country 
— brought about a condition of surplus capa- 
city during the year. Whereas Canadian news- 
print capacity utilization was 95 per cent in 
1966, last year it declined to 87 per cent. 
Rated capacity in Ontario, approximately 
2,000,000 tons in 1966, rose to more than 
2,100,000 tons while output declined from 
1,801,000 tons to an estimated 1,740,000 
tons. Consumption in Ontario rose 5.5 per 
cent to an estimated 210,000 tons in 1967. 
To ease the oversupply situation a number of 
mills put into effect production cutbacks at 
various times throughout the year. In re- 
sponse to rising production costs newsprint 
prices were increased at mid-year by $3.00 
a ton, equal to approximately two per cent of 
the domestic price and less than the price 
increase recorded in the previous year. 

The value of shipments in the pulp and 
paper industry, estimated at $638 million, 
was up just more than one per cent from 
1966. Paper (other than newsprint) and 
paperboard production rose by 25,000 tons 
from the 1,275,000 tons recorded in 1966. 

Wood pulp production dropped from 
3,589,000 tons to 3,559,000 tons over the 
same period. 
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Private and Public Investment in Ontario, 1966 and 1967! 


Construction Machinery and Equipment Total Capital Expenditures 
1966 1967 67/66 1966 1967 67/66 1966 1967 67/66 
$ Million % Change $ Million % Change $ Million %o Chang 
Primary industries and 
construction industry 197.5 176.6 OKs 308.5 305.1 =Jlij 506.0 481.7 —4.8 
Manufacturing 389.4 323.8 —1O.S 1,030.7 899.9 7) 142.051 T2235 —— See 
Utilities 410.5 BYES: — 81 AQ aay 7) 12s 836.0 855.0 2 
Trade, finance and 
commercial services 280.5 288.5 2.9 270.3 278.0 2.8 550.8 566.5 2.8 
Housing 875.5 921.4 Sy = = = 875.5 921.4 5.2 
Institutional services and 
government departments G3 5m2, TEOT2ZES 14.7 WAST fe! 142.6 BES 1,073.0 121.4 135 
Total 3,088.6 3,160.4 Mes DINTORS PANOBYS —3.2 5,261.4 SZ263e7| 0.04 


1 1966 data actual; 1967 preliminary actual. 


Source: DBS, Private and Public Investment in Canada. 


Pulpwood consumption rose only fraction- 
ally, from 340 million cubic feet of round- 
wood in 1966 to an estimated 346 million 
cubic feet last year. Because of low levels of 
construction activity, lumber production de- 
clined from 773 million board feet in 1966 
to an estimated 735 million board feet. 


Capital Investment 

After three years of very sharp gains, capital 
spending in Canada fell off last year and 
virtually stopped expanding. The existence 
of excess capacity at the end of 1966, the 
virtual completion of Expo construction and 
an uncertain business climate all combined 
to curtail its growth, thereby damping the 
overall growth in the economy. The value of 
private and public investment edged from 
$15.09 billion in 1966 to $15.17 billion last 
year, a scant increase of 0.6 per cent; but 
the rise in prices alone was far greater than 
this, indicating an actual decline in real 
investment. 

Ontario’s capital investment followed basi- 
cally the same trend. What had been one of 
the major engines of growth between 1963 
and 1966 was last year one of the major 
weaknesses in the economy. According to the 
Dominion Bureau of Statistics, total private 
and public investment in Ontario .remained 
relatively stable at $5.26 billion, a little more 
than one third of the Canadian total. The 
scant 0.04 per cent gain experienced was 
made up of a 2.3 per cent rise in construction 
and a 3.2 per cent decline in investment in 
machinery and equipment. In actual dollar 


terms construction was the larger component, 
getting six out of every ten dollars invested 
in Ontario. 

Private investment alone was also quite 
weak across Canada, declining one per cent 
in current dollars and 3.3 per cent in con- 
stant (1957) dollars. Government spending 
was fairly strong in the first half of 1967 and 
exerted pressures on prices, but moderated 
somewhat in the latter half of the year. 

Clearly the major weakness in Ontario last 
year was in manufacturing industries, where 
a 17 per cent decline in the value of 
construction combined with a 13 per cent 
decline in investment in machinery and 
equipment to produce an overall decline of 
14 per cent. Similar declines were recorded 
in other regions of Canada except the Prairie 
Provinces where investment in manufactur- 
ing rose substantially. 

One large manufacturing group, transpor- 
tation equipment, experienced an 18 per cent 
decline last year, mainly as an aftermath of 
the heavy construction activity which came 
with the start of the Canada-United States 
auto agreement. Chemicals and chemical 
products, another large group, also declined; 
this particular decline of about one third was 
made up of a 50 per cent drop in construc- 
tion and a 26 per cent decline in investment 
in machinery and equipment. Investment in 
primary metals fell off 18 per cent because of 
a sharp drop in purchases of machinery and 
equipment. But construction in that indus- 
try rose one third, mainly on the strength of 
new and expanded production facilities in 


areas around Sudbury and Timmins. 

Only one manufacturing industry — petri 
leum and coal products — showed a substai 
tial increase in capital expenditure, rising 1 
per cent. The only other group to advane 
was machinery producers, in this case by 1. 
per cent. Of the remaining manufacturir 
industries those showing the largest declin: 
were clothing and knitting mills, produce 
of chemicals and chemical products, printin: 
publishing and allied industries, rubber i 
dustries and wood industries. | 

In the broad groups outside of manufai 
turing there were notably higher capital ou: 
lays in institutional services and governmei: 
departments, as well as smaller increases | 
housing, trade, finance and commercial se: 
vices and utilities. Greater expenditures ¢ 
universities, schools and hospitals wel 
largely responsible for the rise in the fir: 
group, while capital outlays by Ontario H) 
dro of well over $200 million helped increa: 
investment in utilities. | 

Primary industries and the construction it 
dustry declined nearly five per cent from tl’ 
previous year. | 

Another indicator of capital investment' 
the value of building permits issued — showé 
that investment intentions in Ontario we! 
no more promising than actual outlays. D 
spite rising prices, the value of permits fi 
both industrial and commercial constructi¢ 
projects was down substantially from 196) 
Industrial permits were valued at $200 mi! 
lion, a drop of 29 per cent, while commerci’ 
permits at $279 million were 15 per cel 


} 


| 1965! 19662 19672 1966/65 1967/66 
| Number % Change 

fronto 32,506 22.155 32,038 exis 44.6 
milton 4,519 4,201 5,508 70 31.1 
awa-Hull 5,051 4,436 3,708 a5 —16.4 
2,820 2,432 3,198 1273.8 31.5 
2,466 1,936 2819 2515 45.2 
1,308 1,060 1,401 —19.0 202 
1,523 1,365 1,290 —10.4 PSs 
586 504 948 S740 88.1 
309 394 884 OTS 124.4 
| 2,164 991 814 54.9 56 6) 
nia 565 693 aly 22G 3.5 
agara Falls 292 399 667 36.6 67.2 
antford 613 431 494 Ky) 14.6 
lt St. Marie 325 414 456 27.4 10.1 
and n.a. 287 428 n.a. 49.1 
erborough? 298 247 400 = sis 61.9 
‘agston 1,203 651 384 —45.9 —41.0 
‘ William-Pt. Arthur? 525 476 376 = 95 = iO 
inmins 111 69 69 37.8 0.0 
ban Ontario+ 59,318 45,714 59,761 = 9)) 30.7 


)ata based on 1966 Census Area definitions. 


Total, centres of 10,000 population and over. 
\irce: CMHC, Canadian Housing Statistics. 

i 
wer than the previous year. The remaining 
a-residential category — institutional and 
ernment permits—was the only one of 
b three to rise. Valued at $513 million, 
lise permits were up 13 per cent from 1966. 
Attention last year was riveted on housing, 
Nere activity represented both a recovery 
rf a continuing problem. The problem was 
Jually a long-standing one, going back to 
[66 when the number of housing starts in 
‘itario — and in Canada — plummeted be- 
Ww the 1965 level. In 1967 there was a 
tked recovery; but the need for housing 
‘inained acute. 

The basic problem for several years has 
-n the lack of mortgage funds to finance 
ising construction, with mounting costs, 
ae of land, an added problem. 
ough this problem existed for a number of 
Ts it reached a peak in 1966 when the 
mber of housing starts fell to 52,355 from 
1,767 the year before—a drop of 22 per 
sat. In 1967 the number of starts rose 
sin, but only slightly above the level of 


| 


ital Ontario 66,767 3735) 68,121 —21.6 30.1 
Nata based on 1961 Census Area definitions. 


"entres where number of starts affected by change in Census Area definition. 


1965. The number of starts reached 68,121 
for all areas of Ontario, representing 42 per 
cent of the Canadian total of 164,123 units. 

This nearly one third increase in housing 
starts is attributable primarily to the efforts 
made to provide capital. Central Mortgage 
and Housing introduced a spring program of 
direct lending and the results were felt im- 
mediately; in the second quarter the number 
of starts soared. This spurt carried over into 
early summer, but the removal of the stimu- 
lus and the absence of a fall program brought 
about a decline in subsequent months. 

The dollar value of private and public in- 
vestment in housing, after having risen 9.1 
per cent in 1966 to a value of $876 million, 
due both to the large carryover of house- 
building begun in 1965 and to rising prices, 
advanced to $921 million in 1967, a gain of 
5.2 per cent. Essentially, the reason for 
the lower gain in housing investment in 1967, 
despite a higher number of starts last year 
was the absence of a large carryover at the 
end of 1966. While there were 58,000 units 


Waiing Starts in Selected Ontario Centres under construction at the end of 1965, at the 
Sr - SK Sw 


end of 1966 the number was only 39,000. By 
the end of 1967, after construction had picked 
up for several months in the middle of the 
year, the number of units under construction 
had returned to 49,000. Completions in 
1967, at slightly more than 58,000, were still 
substantially less than the 68,000 completions 
recorded in 1966. 


Foreign Trade 

Like the year before, 1967 was notable for 
the impressive performance of exports. Un- 
like 1966, however, this represented one of 
only a scant few bright spots in the economy. 
It was therefore a particularly important fac- 
tor accounting for much of what growth there 
was in the Canadian economy. 

Even with the strong upward push in ex- 
ports, Canada’s favourable merchandise trade 
balance narrowed due to the slightly higher 
rate of expansion in imports. Total merchan- 
dise exports (including re-exports) rose to 
$11.41 billion in 1967, a gain of 10.5 per 
cent, while imports climbed 12.3 per cent to 
a record $11.08 billion. This reduced the 
export balance to $330 million from $459 
million in 1966. 

Although the 10.5 per cent increase in 
exports was considerably lower than it had 
been a year earlier, the lower overall rate of 
growth in the economy meant that exports 
represented a large share of total output in 
1967. 

Exports proved to be a major driving force 
in the economy even though wheat exports 
declined by almost one third. What enabled 
Canada to reach and surpass its $11.25 bil- 
lion export target was the continued specta- 
cular growth of automotive exports, a direct 
result of the Canada-United States Agreement 
on Automotive Products. Last year these ex- 
ports almost doubled. (In the preceding year 
they nearly tripled.) Since the auto agree- 
ment came into effect early in 1965 the impact 
upon total exports has been phenomenal. In 
1964-the year before the agreement — 
motor vehicle and parts exports represented 
a scant 16 per cent of Canada’s fully manu- 
factured non-food exports; in 1967 they were 
over 55 per cent of this total, at a value of 
$1.7 billion. 

Were it not for automotive exports, the 
more than 10 per cent increase in domestic 
exports would instead have been three per 
cent. 

Ontario, which in 1965 accounted for one 
third of Canada’s total exports, has played a 
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crucial role in the rise in foreign sales. In 
1966 Ontario was responsible for one half of 
the increase in exports; in 1967 Ontario ac- 
counted for over 90 per cent of the annual 
increase, mainly because the bulk of Canada’s 
manufacturing output originates in Ontario. 

Large increases in automotive exports have 
meant large increases in exports to the United 
States. The growth in exports to the United 
States was almost double Canada’s over 10 
per cent rate of increase in total exports. 
Sales to the United Kingdom advanced 4.1 
per cent while exports to all other countries 
dropped slightly below the level of 1966. 

Though automotive exports held the spot- 
light there were other increases last year. 
Aircraft exports, a group that fluctuates wide- 
ly because it is closely related to specific 
defence arrangements, rose to $183 million, 
a gain of 55 per cent. Together with auto- 
motive exports these two large groups figured 
significantly in the 47 per cent increase in 
exports of inedible end products or fully 
manufactured non-food products. Crude pet- 
roleum and copper and alloys were both 
about one quarter higher last year while iron 
ore and concentrates, aluminum including 
alloys, softwood lumber, and wood pulp and 
similar pulp were up moderate amounts rang- 
ing from four to eight per cent. 

The one major export to decline was news- 
print which suffered a 1.3 per cent decline. 
Nevertheless newsprint exports last year, at 
$955 million, were second only to the auto- 


motive group of exports, after having ranked 
third behind wheat and motor vehicles and 
parts in 1966. 

Imports last year jumped ahead 12.3 per 
cent primarily because of a 20 per cent in- 
crease in inedible end product imports from 
the United States. Almost three quarters of 
Canada’s total imports came from the United 
States; and as in exports, much of this was 
related to the automotive industry. Out of 
the $8.0 billion total value of imports from 
the United States, $2.2 billion represented 
motor vehicles and parts imports. Total im- 
ports from the U.S. rose 12.4 per cent in 
1967. 

Imports from the United Kingdom were 
affected by that country’s dock strike and 
economic difficulties. A below-average 4.4 


Total Motor Vehicle and Parts Exports 


Passenger automobiles and chassis 
Other motor vehicles 

Motor vehicle engines and parts 
Motor vehicle parts, except engine 


Total 


Source: DBS, Summary of Exports. 


per cent increase in our purchases brow 
the value up to $673 million. On the ott 
hand, imports from all other countries re 
14.4 per cent to $2.4 billion, the result 
a significant rise in inedible end prodi 
imports. 

Although the levelling off in capital inye 
ment was responsible for an unchanged le: 
of machinery imports, other manufactur 
imports rose last year. Among them we 
aircraft and parts, communications equi 
ment and a variety of personal and househe 
goods. Crude and fabricated materials didn 
grow to any significant extent, although is 
lated products like crude petroleum and ¢¢ 
tain crude non-metallic minerals were som 
what higher. 


1966 1967 1967/66 

$ Million % Change 
429.6 879.4 104.7 
173.3 32677 88.5 
137.9 158-9 15.3 
2529 30551 44.4 
993.6 1,730.4 74.1 
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Canadian Domestic Exports, 1964-1967 


1964 1965 1966 1967 65/64 66/65 67/66. 

$ Million % Change 
Commodity Group: 
Live animals 34.5 79.1 78.0 42.3 129.3 —1.4 —45.8 
Food, feed, beverages and tobacco 1,805.9 1,629.8 1,888.3 1,602.3 —9.7 15.9 —15@ 
Inedible crude materials 16161 aks J) 1,947.6 2, 10833 9.1 10.4 8.2 
Inedible fabricated materials 8) 02.5) 3 WES AS AnOiea 4,229.6 6.5 7.6 5.4 
Inedible end products 1,109.0 1,300.1 2193 3,106.8 L722 63.0 46.6. 
Special transactions — trade 26.2 25i5 Day, 8) DIRS —10.2 Toh —11.2 
Geographic Group: Gg 
United States 4,271.1 4,840.5 O02) 7,079.4 1335 24.5 17.4 
United Kingdom 1,199.8 1743 LZ2°6 Loos —2.1 —4.4 4.1 
All others 2.023554 2,5 1013 2,920.3 2,863.4 —4,3 16.3 —25 
Total 8,094.2 8.52541 10,070.6 1S 5:3 18.1 10.3 


Source: DBS, Summary of Exports. 
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t was perhaps the most dramatic devel- 
yent between the beginning and end of 
)7 took place in capital markets. 
oncerned about the declining trend in 
comic activity in the latter part of 1966, 
tral banks around the world cut their bank 
;and moved to increase their money sup- 
3. Following U.S. leadership, central 
ics of no less than eight countries partici- 

in an ‘easy money’ policy. Germany, 
rst to act in early January, was soon 
wed by other countries, some of which 
; on to make two, three and four suc- 
sve reductions in following months. The 
ve States reduced its rate a second time 
|pril 7 with Canada soon following with 
crresponding cut. 
n exorbitant demand for money was 
eunexpected result. Businesses acted to 
fnish working capital in anticipation of a 
eter demand for goods and services, while 
ymmments sought large amounts of cash 
ec expenditures. Consequently money 
t rose steadily throughout the year reach- 
ecord high levels. 
otal new bond financings, with maturi- 
of over two years, totalled $6,620.2 mil- 
) in 1967, some 2.2 per cent more than 
66,479.5 million raised in 1966. Of this 
y2ss than $2,907.9 million (or 44 per cent 
'967’s total) was sold in the final three 
cths of the year. Government of Canada 
)owings made up the largest portion of 
i increased borrowing: whereas Govern- 
et of Canada medium and long-term bor- 
\ngs amounted to only $1,160 million at 
cirst of October, by year-end they totalled 
74 million. While the year-end total in- 
led the 1967 sale of Canada Savings 
ds, it is significant that no less than $750 
te or 39 per cent of the year’s $1,935 
iion new Canada bonds! came to the mar- 
‘in October and December. The need for 
@overnment to be especially active in ac- 
ik new funds — $258 million more in 


)7 than in 1966 — reflected a lower-than- 
rected sale of Canada Savings Bonds as 
\stors turned to more lucrative invest- 
ts. A substantial portion of the year’s bor- 
jing was offered in the form of short-term 
turities in keeping with the market’s ten- 
by to be more receptive to this type of 
haeing during periods of high interest rates. 
\M increase in the demand for funds was 
the only reason that interest rates climbed 
year. Investors were cautious for several 
ie. the Carter report on taxation, 


Heine $1,485 million of 1967 refunding 
2S. 


Quebec separatist sentiments, Viet Nam, 
Middle East unrest, sterling devaluation, 
pressures on the dollar and inflation. 

Of these issues, inflation was one of the 
more important. In 1967 both the Canadian 
and the U.S. governments moved to curb 
inflation by proposing tax increases on per- 
sonal income and urging business to contain 
price and wage demands. The tax proposals 
originally came at a time when business 
economists were voicing the need to stimulate 
the economy, and thus the proposals — par- 
ticularly for higher taxes — met with oppo- 
sition. In the U.S. the increase in taxes was 
not realized as controversy continued over 
how much government spending should be 
cut. The Federal Reserve Board meanwhile 
moved toward monetary restraint while 
awaiting fiscal discipline. 

In Canada the response was more imme- 
diate. The Bank of Canada, following the 
U.S. Federal Reserve Board’s action, pur- 
sued tighter money and credit policies. In 
addition the Canadian Government an- 
nounced cutbacks in government expenditure 
and proposed a moderate increase in personal 
income taxes. 

One of the most important developments 
was the mid-November devaluation of the 
pound sterling with the subsequent reduction 
in the currency values of some 18 countries. 
Investors increased their gold purchases in the 
weeks following the sterling crisis, and this 
in turn led to speculation against the U.S. 
dollar as well. Although there were fears 
that the devaluation of the pound would exert 
some pressure on the Canadian dollar, the 
consensus was that it could be tolerated. This 
proved to be true. During the year the Cana- 
dian dollar had been very strong and was 
quoted at levels close to the maximum level 
(US 931% cents) permitted under agreement 
with the International Monetary Fund. Fol- 
lowing the devaluation of the pound, the 
value of the Canadian dollar did ebb for the 
balance of the year, but only to levels still 
above its mean value of US 92% cents. 

Inflation affected investors, particularly the 
large and sophisticated financial institutions, 
luring them away from fixed income invest- 
ments in favour of equity commitments. This 
preference, at the expense of bond market in- 
vesting, served only to exaggerate the swing 
towards higher interest rates and placed much 
more emphasis upon capital appreciation. 

Institutional investors showed a distinct 
preference for equities of U.S. corporations, 
particularly those listed on the New York and 


American stock exchanges. There were two 
main reasons for this: investors wanted to ac- 
quire fast growth issues such as those linked 
to the space and technology industry, and they 
had to invest on a large scale. The institutional 
investor, unlike the individual, invests in an 
attractive stock only if there is an opportunity 
tq make a substantial investment — and if 
there is an assured market for the stock should 
he decide to sell. The degree of marketability 
in Canadian stocks, except among the best- 
known issues, is often limited for these inves- 
tors’ purposes. 

As a consequence, the number of shares 
traded on Canada’s six exchanges declined to 
1.5 billion from 1.7 billion in 1966. The To- 
ronto exchange accounted for 54 per cent of 
this as well as 68 per cent of the total value. 
On the other hand, trading activity in the U.S. 
far exceeded that of any previous year. United 
States as well as foreign-based institutional in- 
vestors accounted for a large portion of this 
volume, turning over their portfolio positions 
at a very high rate. The attempt to out-per- 
form one another was so intense that institu- 
tions were warned on several occasions not to 
speculate excessively. 

The year as a whole, however, turned out 
surprisingly well with industrial equity prices 
in both the U.S. and Canada advancing 
roughly 10 per cent despite the numerous 
problems in business and in the economy. 
Prices recovered from the declines of 1966, a 
year in which investors had sold stocks sharply 
lower in anticipation of a slowdown. In 1967 
this slowdown materialized and the market 
then looked forward to a recovery. 

The Dow-Jones Industrial Index (reflecting 
NYSE price changes) closed 1967 at 905.11, 
up 119.42 points from 785.69 at the close of 
1966. The Toronto Stock Exchange industrial 
average closed at 162.28 (based on 1956= 
100) for a 15.48 point gain on the year. In 
our domestic markets, Gold and Western Oils 
closed at particularly higher levels. Golds 
soared in November as devaluation of the 
pound stirred speculation about an increase 
in the price of gold. Oil discoveries in the 
Rainbow area of Northwestern Alberta 
raised speculators’ hopes, and oil issues rose 
with them. 


Employment 

The pressures on the tight labour market, so 

obvious in recent years, eased somewhat in 

1967 as the pace of the economy slowed. 
The expanding population of Ontario, in- 

cluding an inflow of 117,000 immigrants from 
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other countries, sharply increased the labour 
force last year. Rising to 2,834,000 from 
2,719,000 in 1966, Ontario’s labour force ex- 
panded by 115,000 —or 4.2 per cent — sur- 
passing 1966’s substantial gain of 105,000. 

Unfortunately the reduced pace of the econ- 
omy did not permit complete absorption of 
the new entrants to the labour force. Employ- 
ment rose 3.6 per cent to 2,745,000, an in- 
crease of 95,000 from the previous year. Con- 
sequently the unemployment rate rose from 
the very low 2.5 per cent level of the two im- 
mediately preceding years to 3.1 per cent last 
year. 

In comparison with other areas of Canada, 
Ontario’s employment picture was quite good. 
While labour force in Ontario rose 4.2 per 
cent, in all other provinces combined it was 
up only 3.4 per cent. Employment rose 2.9 
per cent outside Ontario, compared with 3.6 
per cent in the province. This resulted in a 4.7 
per cent unemployment rate in the rest of 
Canada as opposed to 3.1 per cent in Ontario. 

Canada’s total labour force thus rose 3.7 
per cent to 7,694,000 while employment 
reached 7,379,000, a gain of 3.2 per cent 
from the previous year. Nationally the unem- 
ployment rate was 4.1 per cent. 

Estimates of employees in various major 
industries in Ontario reveal that the largest 
increases in employment were recorded in the 
service sector, particularly finance, insurance 
and real estate, where the increase ranged 
around seven per cent. Other service indus- 
tries advanced at a slightly lower rate, but this 
was still higher than most goods producing in- 
dustries. The one goods producing industry to 
expand significantly — by four per cent — was 
mining, but this was due to the fact that em- 
ployment in 1966 was cut sharply because of 
a strike at the International Nickel Company 
of Canada. Strikes were important in the con- 
struction industry as well, but in this case they 
affected 1967 statistics and contributed to a 
less than one per cent increase in the number 
of employees. Of course the economic decel- 
eration was an important contributor to the 
small increase as well. 

The impact of this deceleration was most 
keenly felt in the large manufacturing sector 
last year. Employment there remained steady, 
with a small increase in non-durables -indus- 
tries slightly outweighing a fractional decline 
in durables producing industries. In forestry, 
employment increased less than one per cent. 

The greater increase in activity in service 
industries was responsible for yet another de- 
velopment. Of the 115,000 additional indivi- 


duals entering Ontario’s labour force, more 
than one half were males (60,000 as opposed 
to 55,000 females); but because employment 
expanded more rapidly in service industries — 
which employ a larger-than-average propor- 
tion of women — more new jobs were filled by 
females. Of the 95,000 additional jobs filled, 
50,000 were filled by women, 45,000 by men. 


Income 

Unlike many of the other indicators, incomes 
did not reflect the moderation in economic ac- 
tivity last year, but continued to rise briskly. 
Personal income in Ontario reached an esti- 
mated $18.5 billion, 9.5 per cent higher than 
the $16.9 billion record in 1966. And per 
capita personal income in the province ap- 
proached $2,600, an increase of between six 
and seven per cent from the $2,431 recorded 
in 1966. 

The major portion of Ontario’s total per- 
sonal income was accounted for by wages 
and salaries, which rose to $12.7 billion last 
year, up 9.2 per cent from $11.6 billion the 
year before. The combined effects of strikes, 


wage settlements and varying degrees of 
tivity in the different provinces produce 
national gain of 9.4 per cent, with tc 
wages and salaries rising to $30.8 billion 
1967. 

These factors accounted for differen 
in average weekly wages and salaries as w 
In Ontario the largest increases were in f 
estry, mining and transportation, communi 
tion and other utilities, all increasing m 
than 10 per cent. Gains in other industi 
ranged between five and seven per cent, w 
the increase for the industrial compos 
reaching approximately 6.5 per cent. 

Construction retained its position as } 
leading industrial group in average wee] 
wages and salaries, paying an average 
slightly more than $132 to the 85,000 ¢ 
ployees included in the statistical survey. M 
ing was close behind at $128, followed by 1 
estry at $124. However wages and salarie; 
other sectors, particularly in the service $ 
tor, brought the industrial composite do 
to approximately $106 last year. 


Changes in 


Implicit Price Indexes of Gross National Expenditure 


Personal Expenditure 
Non-durable goods 
Durable goods 
Total goods 
food 
non-food goods 
Services excluding net expenditure abroad 


Government Expenditure 


Business Gross Fixed Capital Formation 
New residential construction 

New non-residential construction 

New machinery and equipment 
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Exports 
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Imports 


Gross National Expenditure 


Source: DBS, National Accounts. 
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% Change 
1.9 3.5 25 
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Prices 

The concern over rising prices which grew 
from a minor complaint in 1964 to a major 
worry by 1966 was relieved only slightly in 
1967. For the second successive year price 
increases were fairly large, last year account- 
ing for the major portion of the rise in gross 
national product. 

According to implicit price indexes of 
gross national expenditure, prices were 3.9 
per cent higher in 1967 than in 1966. The 
corresponding increase one year earlier had 
been 4.5 per cent, and 3.0 per cent the year 
before that. 

Unlike earlier years when price increases 
were largely the result of excessive demand, 
increased prices last year were mainly due to 
rising costs, in particular rising wages. The 
largest increases came in the housing, gov- 
ernment expenditure and service sector, with 
gains ranging roughly between six and seven 
per cent. The accompanying table shows the 
extent to which these pressures have built up 
over the past few years. In other areas the 
pressures subsided somewhat, leaving fairly 
moderate price increases. Some obvious ex- 
amples are non-durable goods (especially 
food) and new machinery and equipment. 
The smaller increase in export prices was 
helpful in Canada’s constant struggle to re- 
main competitive in world markets. 

Looking at the consumer price index, the 
other important measure of price increases in 
the economy, the overall increase for all items 
was 3.5 per cent from 1966 to 1967. The ten- 
dency of gains to be concentrated in service 
items rather than goods was apparent here too 
as commodity prices rose a modest 2.6 
per cent while services soared 5.3 per cent. 
Clothing was the only major goods item to 
experience a sharp increase last year. 

On a regional basis, the two Ontario centres 
covered by the survey — Ottawa and Toronto 
—both experienced smaller price increases 
than the national average. Both advanced less 
than three per cent compared with Canada’s 
3.5 per cent price increase. Only in three spe- 
cific instances was there a larger increase in 
either Ottawa or Toronto. In the transpor- 
tation component increased local fares in 
Toronto raised that city’s gain above the 4.2 
per cent national increase. Ottawa surpassed 
Canada in the recreation and reading com- 
ponent because of an increase in the price of 
newspapers early in the year; it also edged 
ahead in the tobacco and alcohol category last 
year. 


Retail Sales 

Ontario’s retail sales remained reasonably 
buoyant last year, rising 5.1 per cent to $8.9 
billion. Though this increase did not match 
the 6.1 per cent gain recorded in 1966, it was 
nevertheless quite substantial in view of the 
decline in the market for consumer durables. 
Moderately higher prices and significant 
tourist sales undoubtedly contributed to the 
increase. 

Tourism was an important factor increas- 
ing sales elsewhere in Canada as well. With 
Expo and the Pan-American Games attract- 
ing large numbers of visitors to Quebec and 
Manitoba, Canada’s overall retail sales rose 
to $23.4 billion, 6.0 per cent higher than the 
previous year. 

In Ontario the sharpest increase for the 
year was in variety store sales, a relatively in- 
significant group accounting for only three per 
cent of total sales in the province. This group 
advanced over 11 per cent. 

The performance of the major retail groups 
varied considerably last year. Sales in grocery 
and combination stores, which have grown at 
a fairly steady rate as population has ex- 
panded, advanced just over five per cent, al- 
most the same as the year before. Department 
store sales, increasing at a rising rate through- 
out most of the year, ended with an annual 
gain in excess of seven per cent, somewhat 
better than the 5.7 per cent gain recorded in 
1966. 

The only category to decline last year was 
motor vehicle dealers, the second largest 
group of retailers, accounting for close to 17 
cents out of every retail dollar. This group fol- 
lowed up a weak gain in 1966 with an even 
weaker performance last year, declining by 
close to one per cent. 

Most other groups enjoyed increases of 
between five and eight per cent, with fuel 
dealers, hardware stores, service stations and 
garages and general stores among the leaders. 
Drug store sales advanced six per cent with 
shoe stores following close behind. Clothing 
stores as a group fell just short of the gains 
enjoyed the year before, rising less than five 
per cent. The weakness in consumer durables, 
already evident in motor vehicles, appeared 
in furniture, television, radio and appliance 
stores as well; despite a year-end rally they 
closed the year with a gain of just more than 
three per cent — a substantial drop from the 
near 11 per cent gain of 1966. 


Selected Economic Indicators 


Leading Indicators 


Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) 


New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) 


Business, Industrial and Engineering Construction Contracts, Ontario 
Trend Cycle 
—— Seasonally Adjusted 


Housing Starts in Centres of 10,000 Population and over, Ontario (Seasonally Adjusted at Annual Rates) 
-— Quarterly 
— Monthly 
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| Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) . $ Billion 
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Coincidental and Lagging Indicators 


Average Yield of 3~Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) 


Employment, Ontario (Seasonally Adjusted) 


Unemployment Rate, Ontario (Inverted Scale, Seasonally Adjusted) 


Index of Motor Vehicle Production, Canada (1949 — 100, Seasonally Adjusted) 


1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 


= es a a a ee ee eee ee et te 


nomic Indicators 


ly Adjusted 
1966 1967 
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About the Review 

The feature article for the March-April 
edition of the Ontario Economic Review 
describes Canadian trade in forest products, 
and tariff and trade policies which are 
currently being followed by Canada. Several 
other trade approaches are considered, 

in particular, international trade agreements, 
tariff and non-tariff barriers, and the 
possibilities for free trade in forest products 
with the United States, along the lines of 

the auto pact. : 

The report reviews a number of factors 
which will influence the response of Canadian 
forest-based industries to changing trade 
conditions. The factors considered include 
industrial characteristics such as capacity, 
ownership and structure, and government 
activities such as industrial assistance 
programs and anti-dumping legislation. 

This paper, an extract from a longer 
study, was prepared by H. J. McGonigal, 
Economist with the Economic Planning 
Branch, Policy Planning Division of the 
Treasury Department, Finance and 
Economics. The study was largely completed 
in the Applied Economics Branch (Resources 
and Transportation Studies Section) of the 
Office of the Chief Economist, prior to 
the recent merger of that office with the 
Treasury Department. 


Indicator Charts, Pages 14-16 

Fluctuations in aggregate economic activity - 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, ‘some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 14-16 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations) 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic. 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 
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che first quarter of 1968 the economy 
2rienced the same slow growth that has 
‘acterized it since early 1966. World-wide 
letary strain, unsettled financial markets 
severe pressures on the Canadian dollar 
considered to be the cause of the slow 
in most sectors. In addition, the tight 
1ey policy adopted late in 1967 was 
er tightened to ward off speculative at- 
's on the dollar, and fiscal restraint began 
xert a dampening effect on the economy 
gh early 1968. 


duction 
| seasonally adjusted Canadian Industrial 
juction Index was 286.1 in March based 
949 — 100. This represents an increase 
is per cent over the February level of 
19. While this latest movement reversed 
of the previous two months, it still left 
index lower by 0.5 per cent in the quarter 
(in the fourth quarter of 1967. 
he March gain originated in both manu- 
aring — up 0.6 per cent — and mining — up 
per cent. Electric power and gas utilities 
by 2.4 per cent. In manufacturing all of 
gain was due to a 2.0 per cent increase in 
-durables, as durables continued to de- 
2 although the drop (1.0 per cent) was 
stantially less than that for the two pre- 
is months. In durables the 2.0 per cent 
‘ine in iron and steel products was respon- 
2 for almost 60 per cent of the overall 
iction. The major factor in this case was 
0 per cent decrease in the production of 
aary iron and steel, resulting from a reduc- 
in demand for steel for use in pipes and 
2s and in automobiles. In January and 
tuary the significant declines in the dura- 
index were largely attributable to labour 
yutes in both the motor vehicles and the 
or vehicle parts industries. The motor 
icle production index in January was 13.0 
cent below the record high for the pre- 
$month, and in February 31.0 per cent 
yw the January level. March data indicate 
velling off of the decrease. With the ces- 
on of strikes in this industry a substantial 
ance in motor vehicle production is expec- 
for April. 

n March the mining index returned to 
.6, still below the December 1967 level of 
.7, While the production of gold and cop- 

rose, nickel fell by 4.4 per cent. Increases 

< place in the production of iron ore, 

‘oleum and natural gas. 

he non-durable gain was extensive as 

duction in eight of the eleven major com- 
ents rose. The major contributors to the 


advance were textiles, which rose by nearly 
11.0 per cent, rubber 18.0 per cent, and 
food and beverages 2.0 per cent. The only 
large decline at the major group level occur- 
red in petroleum and coal products. 

The 2.4 per cent decline in electric power 
and gas utilities was entirely due to a 3.0 
per cent decrease in electric power. Gas was 
unchanged. The decline was due to reductions 
in Ontario and Quebec, particularly in the 
latter. 

Despite the relatively slow pace of both 
the construction and the manufacturing sec- 
tors preliminary March production figures 
for steel ingots show an 11.7 per cent increase 
over March 1967. Production for the first 
quarter stands at 2.7 million tons, a 17.7 per 
cent increase over the corresponding period 
in 1967. Cumulative figures for pig iron pro- 
duction showed a 28.7 per cent increase over 
the similar three-month period in 1967. 


Foreign Trade 

Canada’s exports for the first quarter of 1968 
were substantially higher than one year ago 
according to DBS estimates. Almost the entire 
three month increase occurred in exports to 
the United States. 

Exports for the month (unadjusted) were 
recorded at $987.7 million, 19.3 per cent 
greater than in March 1967. In the first three 
months exports totalled $2.93 billion, up 14.6 
per cent from the corresponding quarter in 
1967. Imports too were up — at $902.5 mil- 
lion for March, they were 4.5 per cent higher 
than March 1967. For the quarter, imports 
totalled $2.80 billion dollars. The result was 
a favourable export balance of $85.1 million 
for March and $127.8 million for the quarter. 
The export balance for the first three months 
in 1967 was $35.7 million. 

As in 1967, when annual exports rose 10.3 
per cent to $11.1 billion, the large gains have 
been unexpected and have resulted from a 
series of fortuitous, temporary factors. 

The 24.8 per cent increase in United States 
purchases from Canada reflects the effects of 
the long U.S. copper strike, strikes in the 
automobile industry in the final quarter of 
1967 and stockpiling of steel in anticipation 
of a US. steel strike. 

This first quarter advance has moved 
Canada a long way toward the 1968 export 
target of $12.3 billion set by the Department 
of Trade and Commerce. The target implies a 
$1.2 billion rise in shipments from the 1967 
value (including re-exports of foreign prod- 
ucts) of $11.1 billion. The $373 million year 
to year export gain in the first quarter pro- 


vides more than its share towards achieving 
this goal. 

While the trade figures look extremely 
healthy, the special factor basis of Canada’s 
export performance is evident in the 1967 
year-end statistics. Almost all of the $1.04 
billion increase in domestic exports was 
accounted for by products that benefited 
from the Canada-U.S. auto agreement, the 
U.S. non-ferrous metals industry strike, the 
Middle East war and the war in Vietnam. 


Ontario Budget 1968 

In his second Budget Statement the Honour- 
able Charles MacNaughton, Treasurer of 
Ontario, announced a moderately expan- 
sionary program with total expenditures and 
investments exceeding total revenues to pro- 
duce a net stimulus to overall demand. 

Net general expenditures for 1968 are 
estimated at $2,780 million, $489 million 
higher than the expenditure program for 
1967. Loans and advances (excluding advan- 
ces to Ontario Hydro) will rise by 17 per 
cent to $537 million, $79 million higher than 
the capital aid program for 1967-68. 

Net general revenues will be $2,528 mil- 
lion comprising $2,400 million from existing 
tax rates, $23 million (surplus) from non- 
budgetary transactions, and $105 million 
from new taxes. Overall financial require- 
ments for 1968-69 will thus be $252 million. 

“Our fiscal policy for next year is balanced 
between a modest tax increase and a judicious 
use of our liquid reserves and our credit,” the 
Treasurer said. 

“We are encouraging expansion while at 
the same time maintaining our high credit 
standing and keeping our finances in good 
order.” 

Top priority is given to long-run growth 
programs: education, aid to local govern- 
ments, health and housing. In fact increased 
expenditures on education and aid to local 
government alone account for 80 per cent of 
the total budgetary increase of $489 million. 
For public investment projects and depart- 
mental activities, however, it is a firm, hold- 
the-line budget. 

Tax increases of $105 million will help 
keep pace with the growth in expenditures. 
Tobacco, gasoline, and motor vehicle licence 
fee increases went into effect March 13. In- 
creases in OMSIP premiums and Ontario 
hospital insurance become effective July 1. 
Various departmental user fees will also be 
raised. 

To prevent the ever-widening gap between 
revenues and expenditures at the provincial- 
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municipal level, the Treasurer called for a 
comprehensive tax reform and a major re- 
distribution of taxation fields. “We believe the 
federal government can well abate up to 60 
per cent of the personal income tax and 33 
per cent of the corporation income tax while 
still retaining adequate leverage for fiscal 
control,” he said. The tax fields now available 
to the provinces are regressive and have no 
growth potential. 


Expenditures 

The 1968-69 budget allocates an additional 
$201 million for education which is 41 per 
cent of the budgetary increase this year. In 
addition, the province is budgeting for some 
$350 million in loans and advances to univer- 
sities, Colleges of Applied Arts and Tech- 
nology, Ryerson Polytechnical Institute and 
school boards. 

Aid to local government will increase by 
more than $191 million which is 39 per cent 
of the total budgetary increase. The Basic 
Shelter Tax Exemption recommended by the 
Ontario Committee on Taxation and adopted 
immediately will require about $150 million 
in the next fiscal year. Takeover of adminis- 
tration of justice costs will add another $18.5 
million. 

In health, expenditures will increase on 
health sciences teaching facilities (including 
grants for the construction of hospitals) and 
OMSIP operating expenses. Even with in- 
creased premiums, Ontario will have to con- 
tribute $78 million to support the hospital 
plan and $37 million to subsidize OMSIP. In 
housing, Ontario’s plans call for a total public 
program amounting to $400 million to help 
meet the need for an average of 90,000 new 
housing units each year from now until 1970. 

In other fields it is almost an austerity 
budget. The government cut back on capital 
investment by delaying $43.5 million of pub- 
lic investment projects. Departmental re- 
quests for next year were cut by $240 million 
and spending was limited to an increase of 
52 million or 6 per cent. 


Revenues 
The Treasurer’s tax increases include: 
e A 4 cent increase in tax on cigarettes 
raising the provincial tax to 6 cents for 
20 cigarettes along with changes for 
other tobaccos. 
e A 2 cent increase per gallon in the tax 
on gasoline and motor vehicle fuel and 
a 1 cent increase on aviation fuel. 
e Increases of $5 to $10 in registration 
fees for cars. 


e Effective July 1, 1968, hospital insur- 
ance increases to $5.50 monthly for 
single persons and $11.00 for families. 
OMSIP’s premium schedule will be 
$5.90, $11.80 and $14.75 per month. 


As announced in the Treasurer’s first Bud- 
get Statement in 1967, work is continuing on 
the improvement of the budgetary process 
and of the budget presentation itself. This 
year three supporting Budget Papers were 
developed to provide a clearer perspective of 
this year’s budgetary policy. 

A limited number of copies of the budget 
are available from: Ontario Budget 1968, 
Office Services Branch, Treasury Depart- 
ment, Frost Building, Queen’s Park, Toronto. 


Bank of Canada Annual Report 

The Canadian economic situation in 1967 
was characterized by a number of cross-cur- 
rents: a slackening in economic growth was 
coupled with upward pressures on costs, 
prices and interest rates. 

Louis Rasminsky, Governor of the Bank of 
Canada, in his annual report to the Minister 
of Finance said, “We have been paying our- 
selves increases in incomes which have gone 
well beyond the amounts we have really 
earned through increased output, and con- 
sequently prices . . . were bound to rise.” The 
Bank believes that monetary and fiscal policy 
should be supported by other types of policy 
action to stem the increase in costs and prices. 

Monetary policy in 1967 had to compro- 
mise between permitting interest rates to 
shoot up (as a result of enormous demands 
for funds in capital and credit markets) and 
accommodating the demand by allowing for 
increased monetary expansion. In _ fact 
Canada experienced both rising interest rates 
and a rapid rate of monetary expansion until 
the closing months of 1967. 

The year opened with a different trend. 
Interest rates were facing downward pres- 
sures with the evidence of a slowdown in 
economic growth. The Bank Rate was re- 
duced from 5% to 5 per cent, January 30, 
and was again reduced to 4% per cent, April 
Uh ETO: 

However in spring several factors emerged 
to reverse this trend. There were widespread 
hopes that the adjustment in the North Amer- 
ican economy was short-lived and strong 
expansion would follow, particularly in the 
U.S. This led to a desire for liquidity to 
finance the expected expansion. Another fac- 
tor was the greatly increased government 


demand for funds. The Government o 
Canada’s financing requirements in 196¢ 
were $100 million; in 1967 they rose t 
$1,200 million while provincial and munici 
pal requirements (apart from the amount 
covered by the Canada and Quebec Pensioi 
Plans) rose from $1,600 million in 1966 t 
about $1,900 million. 

A new feature affecting monetary polic 
this year was the structural changes in thi 
banking system as a result of the Bank Ac 
revision which went into effect in May 1967 
The revisions made banks more competitiw 
by removing or relaxing most of the specia 
restrictions under which banks had bee 
working. Effective May 1, the interest rat 
ceiling on loans was raised to 74 per cent fo 
the remainder of the year and removed al 
together as of January 1, 1968. Banks wer 
empowered to originate mortgage loans a 
current rates of interest and issue deben 
tures (with an original term to maturity o 
at least five years) which are not subject t 
cash reserve requirements. The structura 
changes in the financial system meant tha 
part of the apparent monetary expansio; 
represented the capture by the banks of | 
larger share of the growth in deposits. 

The external conditions affecting monetar 
policy were the devaluation of sterling i 
November and the U.S. balance of payment 
program, outlined January 1, 1968. Th 
sterling devaluation weakened world conf 
dence in the stability of exchange rates an 
triggered large-scale buying of gold. The U.S 
maintained the price of gold at $35 an ounce: 
with the help of other gold pool countrie 
including Canada which sold the U.S. $10 
million of gold in December alone. 

The announcement of the U.S. balance ¢ 
payments program placed pressure on th 
Canadian dollar and an abnormal selling ¢ 
Canadian dollars took place in the exchang) 
market. The Bank Rate, raised from 5 to | 
per cent in November, was further raised t 
7 per cent in January 1968. The Bank bi 
lieves that Canada should not be so dependet 
on capital imports from the U.S. particular) 
when the U.S. itself faces a payments prol 
lem. Fortunately Canada’s current accoul 
deficit is decreasing: last year it fell to $42 
million from $1,140 million in 1966. (Eve 
after discounting Expo tourist receipts, ot 
situation has improved.) | 

A striking feature of the economic situi 
tion in 1967 was the moderate degree of th 
adjustment. The economy continued to e) 
pand, though at a slower rate. } 


Trade Liberalization and the Forest Industries 


[. J. McGonigal, Economist 
reasury Department, Finance and Economics 


itroduction 

he complex and diverse aspects of Canada’s 
nd other countries’ trade policies are cur- 
ntly of major interest to federal and pro- 
cial governments, industrial associations 
id other private organizations. In the field 
f forest products the federal government, 
rough the departments of Industry and 
rade and Commerce, has undertaken studies 
‘a number of industries in the light of pos- 
ble trade developments and tariff changes. 
dustrial groups such as the Canadian Pulp 
1d Paper Association and the Hardwood 
eneer and Plywood Association have pre- 
nted briefs to the federal government on 
ade policy matters. The Private Planning 
ssociation of Canada has studied the im- 
ict of trade policies on pulp and paper, 
miture and several other industries. In 
dition, more broadly based studies have 
en carried out for organizations such as 
2 Economic Council of Canada and the 
iadian-American Committee of the Pri- 
te Planning Associations in Canada and 
2 United States. This report has been 
veloped from the findings of some of these 
idies and the opinions expressed by indus- 
‘and government officials and others con- 
med with the subject of trade policy. 
‘The report provides a general outline of 
2 impact of international trade on the 
‘est-based industries and contains a brief 
view of changing patterns of trade. National 
ide policy and its objectives, alternative 
jproaches currently under discussion and 
probable results which could follow im- 
mentation of different trade policies are 
‘0 considered. 

As the possible re-shaping of trade pat- 
‘as resulting from tariff revisions depends 
} many unknown factors, the conclusions 
fst be viewed as probabilities rather than 
{accurate predictions. The available infor- 
ition has been interpreted first in terms of 
| forest-based industries at the national 
“21 and then, wherever possible, projected 
the level of Ontario’s forest-based indus- 
(s and the opportunities and adjustments 
‘ich may confront them. Due to its major 
¢tribution to export trade, the pulp and 
é 


| ES industry receives the greatest attention. 
/ariations in cost factors between indus- 
‘is and between individual establishments 
‘ain an industry make the overall assess- 
lit of effects of trade and tariff changes 
inly theoretical. In order to produce more 
crete and practical results, cost details 
findividual firms-—both domestic and 


\ 
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foreign — would have to be analysed in the 
light of changing trade conditions. Therefore 
this study, while presenting an analysis of 
certain economic forces influenced by tariff 
changes, recognizes that their effect in in- 
dividual situations may vary according to 
factors such as company structure, capacity, 
efficiency, product quality, location and mar- 
ket relationships. 


INFLUENCE OF CANADIAN AND 
FOREIGN TRADE POLICIES ON OUR 
FOREST-BASED INDUSTRIES 


Trends in International Trade 

The development of new international trad- 

ing blocs and the expansion of existing 

regional associations is under active con- 
sideration in a number of our foreign mar- 
kets. In terms of its impact on Canada’s 
current trade patterns, Britain’s desire to 
enter the European Economic Community 

(EEC) is at present the most important of 

these developments. Similar applications of 

other European Free Trade Association 

(EFTA) members, and the possibilities for 

enlarged South American! and Pacific re- 

gional trading associations, are of less im- 

mediate concern to Canada although their 

long-term implications could be serious. 

Altered trading alignments and changing 
marketing conditions will be evident in three 
areas: 

1. The decreasing importance of preferential 
trading terms within the Commonwealth — 
a growing trend in recent years.” 

2. Additional trade barriers to the growing 
markets of industrial Europe, especially if 
other countries come under the common 
external tariff schedule of the EEC. 


3. Continuing dependence on U.S. markets 
and increasing competition with U.S. pro- 
ducers in both domestic and foreign mar- 
kets. 

These trading developments, coupled with 
the “Kennedy Round” of GATT negotia- 
tions, present Canada with a serious chal- 
lenge in maintaining its foreign markets and 
expanding its export trade in a highly com- 
petitive international environment. 

For 20 years Canada’s major foreign mar- 
ket has been the United States. Since 1946 
the value of exports to the U.S. has annually 
exceeded the value of exports to our other 
major foreign outlet, the United Kingdom. 
In 1966, 60 per cent of our exports, by value, 
went to the U.S. with Britain receiving only 
11 per cent and every other country receiving 
a lesser amount. The best short-run oppor- 
tunity for expanding the market for our pro- 
ducts will continue to lie in the close and 
populous United States, particularly if Britain 
is admitted to the EEC and our preferential 
tariff advantages there are eliminated. 

Canada’s export trade rests to a large ex- 
tent on wheat and crude and fabricated in- 
dustrial goods from the mineral and forest 
products industries. A recognized objective 
for continued economic growth is to increase 
the level of manufacturing and the “value 
added” of our exported goods in the process- 
ing and secondary manufacturing industries. 
This objective will not be easy to achieve 


against competition from other countries, 


both at home and abroad, even in industries 
such as forestry where some natural advan- 
tages should favour our operations. 

The essence of the problem is Canada’s 
industrial structure. Our manufacturing in- 


Geographic Distribution of Canada’s Domestic Exports, 1965-66 


1965 Exports 


$ Million 

United States 4,840.5 
United Kingdom 1,174.3 
European Common Market 625.8 
Commonwealth and Preferential 

(Except U.K.) 502.3 
Japan 316.2 
Other Countries 1,066.0 
Total S,o2041 


1966 Exports 

Per Cent $ Million Per Cent 
56.8 6,027.7 59.9 
13.8 112226 11.1 
eS 636.7 6.3 
5.9 547.4 5! 
37) 394.2 3.9 
WAS il Sy) D) 1333 
100.0 10,070.8 100.0 


Source: Dominion Bureau of Statistics, Exports by Countries, 1966. 
eee ee eee eee 


1Current groupings consist of Latin American 
Free Trade Association (LAFTA) and Central 
American Common Market (CACM). 
2Particularly since the elimination of duties in 
January 1967 among EFTA member countries. 
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Structure of Commodity Trade Exports, 1965, 1966 
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1965 

Major Categories of Commodities $ Million 
Foodstuffs (Mainly Wheat) 1,709.0 
Crude Materials (Mainly Minerals) 1,763.7 

(Logs, Poles, Chips, etc.) (59.3) 
Fabricated Materials SEP Ae 05 

(Lumber, Wood Manufactures, 

Pulp, Papers) (2-03377) 
End Products (Mainly Motor 

Vehicles) IL Bye) 
Total Exports S20rk 


1966 
Per Cent $ Million Per Cent 
20.0 1,966.6 OES 
DO a 1,947.4 19.3 
(0.7) (63.1) (0.6) 
43.7 4,012.1 39.8 
(23.8) (2,168.3) (i125) 
[L525 2,144.6 DAeS 
100.0 10,070.8 100.0 


Source: Dominion Bureau of Statistics, Summary of Exports, 1966. 
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dustries are generally higher-cost operations, 
despite lower wage levels, than similar United 
States industries. This condition is attributed 
to our tariff-protected industrial sector and to 
a domestic market not large enough to sup- 
port the most efficient scale of operations. To 
compound the problem, foreign tariffs have 
seriously restricted the access of Canadian 
products to large foreign markets. To over- 
come these difficulties new trade policies 
must be developed which permit Canada to 
protect and expand its position under the 
changing conditions of international trade. 


Canadian Trade Policy 
A basic objective of Canadian trade policy 
in recent years has been to open larger mar- 
kets for our competitive industries than our 
domestic economy can provide. The larger 
markets are expected to result in greater pro- 
ductivity through large-scale production and 
specialization in our industries. In addition, 
through reciprocal reduction of protective 
barriers, Canadian producers and consumers 
can enjoy access to imported and, in some 
instances, domestic goods at a lower cost. 
Maximum development of the manufac- 
turing sector is the primary objective of 
Canadian expansionary trade policies. Since 
growth in the manufacturing sector produces 
the greatest benefits in terms of income and 
employment generation, trade policies should 
foster trade in manufactured papers and fab- 
ricated wood products such as plywood — 
rather than semi-processed materials such as 
wood pulp, veneer or rough lumber. In turn, 
exports of the semi-processed materials are 
more rewarding than exports of raw mate- 
rials such as pulp chips or unmanufactured 
logs. 


Many of our semi-manufactured and man- 
ufactured products are competitive in inter- 
national markets and have a greater foreign 
exchange value than unprocessed material. 
One dollar’s worth of roundwood utilized by 
our domestic wood-using industries contri- 
butes to an output of manufactured goods 
having more than four times the value of the 
manufactured logs. In 1963, $726 million 
worth of logs, bolts and pulpwood were 
used by the major wood-using industries in 


Canada in manufacturing goods whose ship: 
ments were valued at $3,123 million. Expor 
statistics for 1966 indicate that the equiva 
lent of two million tons of newsprint wai 
exported in the form of pulpwood and chip; 
with a value of $41,000,000. The equivalen 
newsprint value would have been abou 
$260,000,000. 

In order to gain more liberal entry t 
foreign markets for our manufactured prod: 
ucts, Canada will have to offer reciprocal re 
ductions in its own protective tariffs. Thes« 
reductions can best be made in areas wher 
our natural advantages and export potentia 
are greatest.? These areas include forest in 
dustry products. 


Canadian Tariffs and Trade in 

Forest Products 

The tariff-protected sector of our forest-basec 
industries includes: producers of the variou 
types of paper — except newsprint and peri 
odical papers; the paper converting industrie 
along with all other secondary manufacturer 
in the paper trades; and all wood produc 
manufacturers with commodities processe 
beyond the stage of dressed lumber. Othe 
forest products — logs, pulp chips, wood pul} 
and newsprint — already enter Canada, th 


Value of Production and Consumption of Roundwood and Shipments of 
Manufactured Goods, Major Wood-Using Industries, 1963 


Sources and Users Value Used 


of Roundwood! 


Primary Forest Production 
Imports 
Exports 


Average Annual Value of Shipments 0 
Value of Production Manufactured Goods 
1961-1963 and Roundwood! 


$ Million 


S25 
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Wood-Using Industries 


Total 726.4 
Pulp and Paper Mills 371.1 
Sawmills and Planing 
Mills 281.1 (est.) 
Veneer and Plywood 
Mills 67.3 
Other Industries” 6.9 


1Roundwood includes logs, bolts and pulpwood. 


2O0ther industries include sash, door and planing mills, hardwood flooring industry, 
wooden box factories and miscellaneous wood industries. 


Source: Dominion Bureau of Statistics. 


30 ther reductions will also have to be made. The 
Minister of Finance stated in 1966 at the 
International Conference on Canada and the 
Atlantic Community, “I would not want to leave 
the impression that when I think of industrial 
sectors in which the major countries should 


move toward free trade I am referring only to 
those in which Canada appears to have a clear 
competitive advantage over other countries.” 
The Minister mentioned pulp and paper 
products and mineral products as commodities 
in which Canada holds a clear advantage. 


United States and the United Kingdom free 
of duty.4 
_ Imports of forest products into Canada in 
1966 were valued at slightly more than 
3169 million, a decline of almost $100 million 
rom the corresponding value of imports in 
960. The 1966 imports equalled only 7.5 
ver cent of the total value of Canadian forest 
sroducts exports in the same year. 
_ Approximately two-thirds of the imports 
vere dutiable, the largest categories being 
02 million worth of papers and paperboards 
nd $35 million worth of veneer, plywood 
nd other fabricatéd wood materials. Most 
nported commodities in 1966 came from 
ae United States; the only exception was in 
le veneer and plywood category where 56 
er cent came from Japan and Taiwan. 
Canadian exports of forest products were 
alued at $2,244 million in 1966, a 40 per 
ont increase over 1960. In 1964, the value 
i exports, $2,012 million, equalled two- 
[ths of the total value of shipments of man- 
factured goods and primary forest products 
om the forest-based industries. Ontario in- 
astries accounted for more than one-quarter 
; the total value of shipments. 
Shipments of commodities entering other 
yuntries duty free currently constitute the 
‘eat bulk of our trade in forest products. In 
766, approximately two-thirds of exported 
wrest products were logs and bolts, pulp 
ips, wood pulp, newsprint and other duty- 
€ commodities sent to the United States 
ad Great Britain. 
In 1965, the value of Canadian forest prod- 
its exported to the United States was $1,581 
lillion, or three-quarters of the value of our 


oe Imports of Forest Products, 1966 


Ommodity 
(ude Wood Materials 

[umber 

eer, Plywood and Wood Building Boards 
Jher Wood Fabricated Materials 

yood Pulp and Similar Pulp 

“per and Paperboard 
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Surce: Dominion Bureau of Statistics. 


M forest products from Canada enter the U.K. 
te of duty under the Commonwealth 
ference system. 


Canadian Exports of Forest Products, 1960, 1966 
a ee eee ee 
Percentage Change 


Value of Exports 1960 to 1966 


Export Category and Commodity 1960 1966 (In Constant Dollars)! 
$ Million %o 


ee ee ee ee es 
Crude Materials 


Pulpwood 25.8 32.6 13.6 
Pulp Chips 5.3 8.4 42.4 

Other Unmanufactured Wood 56.5 (2) 

Other Crude Wood Materials (2) BIND) 6.22 
Fabricated Materials 

Lumber and Other Sawmill Products 367.3 Sie DOT 

Other Manufactured Wood 8.0 (2) 

Veneer? 31.8 D294? 
Plywood? 41.5 126.83 
Other Wood Fabricated Materials2 7.4 2287 
Wood Pulp S255 S20 50.4 

Newsprint Paper IPSS: Pail 13:0 

Book and Writing Paper 122 32.9 141.9 

Paperboard 122 30.9 153.3 

Wrapping Paper 5.4 8.2 43.9 

Other Papers 5.2 14.9 170.9 

Paper Products 4.1 9.0 104.5 

Total 1,586.8 2,243.7 26.9 


1Based on changes in Industry Selling Price Indices and General Wholesale Index 
for selected commodities. 


2No comparable figures available due to export commodity classification revisions in 1961. 
3Percentage change from 1961 to 1966. 


Sources: DBS; Canadian Pulp and Paper Association, Reference Tables. 
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forest products exports to all countries. Ex- 
ports from Ontario accounted for $359 mil- 
lion, or 23 per cent of the total value of 
exports of these products to the U.S. Almost 
nine-tenths of Ontario’s exports of forest 
products enter the United States duty free. 


a ts 


Imports 
Value From U.S.A. 
$000 % 
24,067 99.2 
385335 Ser 
23,172 34.0 
1D39 0 | 
8,904 82.8 
62,035 94.6 
1695052 83.8 
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A feature common to many Canadian firms 


in the forest-based industries sector is the 


production by the same plant of both tariff- 
protected commodities for our domestic mar- 
ket (i.e. fine papers) and export-oriented 
commodities such as wood pulp or newsprint. 
This dichotomy places the firm in the position 
of favouring free trade or lower tariffs in 
foreign countries for pulp and newsprint, 
while at the same time pressing for high pro- 
tective tariffs in Canada for the firm’s other 
types of papers and paper products. However, 
the best long-run opportunities for our re- 
source-based firms lie in more liberal trading 
conditions among the industrial nations. 


ALTERNATIVE POLICIES FOR 
TRADE LIBERALIZATION 


The federal government has indicated that it 
intends to seek free trade with as many coun- 
tries as possible for many manufactured 
commodities. To achieve freer trade in forest 
products we must either reduce or eliminate 
our protective tariffs and non-tariff barriers 


Trade Liberalization and the Forest Industries 


Value of Shipments of Goods Manufactured by Forest-Based Industries, 1964 


Value of Shipments 


Canada Ontario Ontario 

$ Million %o 
Wood Industries 1,395:9 221.0 15.8 
Paper and Allied Industries Pad AVES, 950.2 Sout 

AMOS ihe he 28.5 
Primary Forestry Production 986.9 (est.) 165.0 (est.) 16.7 
Total 5,090.1 3307 26.4 
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Source: Dominion Bureau of Statistics. 
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to persuade our trading partners to recipro- 
cate. The choice of policies to be followed 
will depend on two factors: the domestic 
effects of any policy, and other countries’ 
responses to our trade policy. To achieve 
complete free trade with a minimum of 
destabilizing domestic consequences it will 
be necessary to stage the reduction and elimi- 
nation of all barriers. 

Analysis of alternative trade policies in 
this study is mainly limited to their effects 
on the domestic environment. The interna- 
tional aspects require a separate study out- 
side the scope of this report. 


Tariff Reductions 

A basic step in any policy for trade liberal- 
ization is the reduction of tariffs against im- 
ported goods. In the past, reductions in 
Canada’s protective tariffs have generally 
been opposed by our domestic manufac- 


of the Private Planning Associations of the 
U.S. and Canada, in its support for an Atlan- 
tic free trade area approach, offered the 
following criticism of the GATT negotiations 
for multilateral tariff reductions: 


Partial reductions in other nations’ tariffs 
do no more than decrease the competitive 
disadvantage of Canadian goods moving 
abroad. On the other hand, the correspond- 
ing acts in Canadian protection facilitate 
penetration of the domestic market by 
already lower-priced foreign goods. There 
appears insufficient incentive in such par- 
tial tariff cuts for a full restructuring of 
Canadian industry.5 


Trade liberalization will require the relaxa- 
tion of non-tariff barriers too. In the view of 
many Canadian exporters, other countries’ 
non-tariff barriers are “cumbersome, costly 
and obscure and act as a brake on trade - 
very often they counteract the effects of even 


turers. The Canadian-American Committee far-reaching tariff reductions . . .”° The sub- 
Ontario and Canadian Exports of Forest Products to U.S., 1965 
Total 

Ontario Canadian Ontario 
Commodity Group Exports Exports Percentage 

$000 
Crude Wood Materials 9,326.7 30,358.5 210 GH 
Sawmill Products 23,1190 SHA ake s) 6.1 
Veneer and Plywood 15,344.8 35,386.1 43.4 
Other Fabricated Wood Materials 1,673.6 4,408.7 38.0 
Wood Pulp 93,709.8 371,427.9 25.0 
Newsprint and Other Printing Papers 209,462.4 748 ,432.2 28.0 
Other Papers HOIUS)5 SES Wes 45.2 
Total 358,651.8 1,580,902.0 pig | 


Source: Dominion Bureau of Statistics. 


ject of non-tariff barriers is highly complex 
The more “simple” and negotiable barrier: 
include quota systems, automatic anti-dump: 
ing laws, discriminatory valuation of import: 
and documentation procedures. The comple) 
barriers include discriminatory standards o 
quality, discriminatory shipping rates anc 
regulations, and other provisions such a 
governmental purchasing preferences which 
favour domestic rather than foreign service; 
and products. The federal government recent 
ly made a commitment to GATT to establis! 
new, less restrictive anti-dumping regulation 
covering imports to Canada. Other non-tarif 
trade barriers may also have to be relaxed t 
win reciprocal advantages in foreign markets 


Area and Commodity Trade Agreements 
Policies for free trade can be separated int 
two categories: the area or geographic ap 
proach — regional and world-wide trade agree 
ments; and the commodity approach: 
sectoral and blanket trade agreements. Re 
gional agreements can cover both multilatere 
and bilateral policies, as within an Atlanti 
association of countries (multilateral), or a 
agreement with the U.S. alone (bilateral) 
Within the geographic framework, alterna 
tives exist in the various types of commodit 
agreements and include general or blanke 
agreements covering all commodities, ¢ 
more limited agreements covering fewe 
commodities. The limited commodity agree 
ments may be established on a sectoral bas 
to cover the products of one industry. 

Prime Minister Pearson, in an address 1 
the International Chamber of Commerc 
Congress in May 1967, stated: 


There is a growing appreciation that cer- 
tain whole sectors or industries must be 
approached on a _ broad international 
front .... By dealing with these industries 
as a whole, it may be possible to negotiate 
balanced bargains covering both tariff and. 
non-tariff barriers.7 


The description of the type of industry ] 
was referring to is certainly appropriate 
some sectors of the forest-based industri 
that are characterized by high capital inves 
ment, advanced technology, large-scale pr 
duction and widely dispersed internation 
operations. | 
One limited form of free trade for Ca. 
adian commodities may be achieved throu, 
regional trade agreements. A regional agre 
ment might include the United States ar 
the EFTA countries as the nucleus of a fr 
trade area. Some type of Atlantic Free Tra’ 


54 New Trade Stategy for Canada and the 
U.S.,” Atlantic Community Quarterly, 
Summer 1966. 


6Canadian Electrical Manufacturers : 
Association, Non-tariff Barriers to Trade and | 
Competitive Disadvantages in Foreign 
Markets, A pril 1967. 

7™The Next Steps in Trade Liberalization,” 
Atlantic Community Quarterly, Summer 1967 


Area has been advocated in recent years and 
s being seriously studied by the Private 
?lanning Association of Canada. The federal 
yovernment has stated its disinterest with 
‘estricted membership agreements as they 
would tend to act as additional barriers to 
xpanding world-wide trade with countries 
utside the regional bloc. In 1966, Prime 
Ainister Pearson stated that: 


| Discriminatory, inward-looking regional 
_ groupings . . . are no answer to the prob- 
lems of the world today. Whether formed 
_ on a European or North American or even 
an Atlantic basis. Unless such groups are 
so organized as to look outward, as to 
| . they can 


_ lead to wider arrangements . . 
be a step backward rather than forward.8 


_As an example, the EEC will adopt com- 
ion tariffs against goods from all non-mem- 
2x countries on July 1, 1968. The external 
riff system of the EEC is threatening to 
fect imports to the EEC member countries 
hose own tariffs were initially lower than 
\e forthcoming common tariff rates. GATT 
iembership, on the other hand, is available 
) any country and the results of GATT 
2gotiations are available to all member 
untries on the Most Favoured Nation basis. 


ilateral Arrangements 

More restricted regional agreement would 
> a bilateral trade agreement between 
anada and the United States. In recent years 
€ possibilities for various free trade ar- 
igements between Canada and the U.S. 
ive become a popular subject for discussion. 
wo trade arrangements are under scrutiny 
re: first, complete, or almost complete, 
2€ trade; and second, limited free trade in 
lected commodities only, as in a sectoral 
yreement. 

The elimination of tariff and other pro- 
otive barriers could be negotiated under 
tee different arrangements: (1) a free trade 
va System; (2) a customs union; and (3) 
common market. In each of these systems 
Otective trade restrictions between the 
ember countries - Canada and the U.S. — 
uld be eliminated on almost all commod- 
eS) 

The systems differ primarily in their de- 
2 of mutual action on trade relations 
+h non-member countries. Each offers the 
mination of trade restrictions among mem- 
‘ countries. In a “free trade area,” each 
mber country can maintain its own exter- 
tariffs with outside countries. In a 
stoms union” the member countries would 


‘0m an address by Prime Minister Pearson to 
International Conference on Canada and 
2 Atlantic Economic Community, November 
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establish a common external tariff against 
outside countries. The “common market” 
arrangement represents a much greater de- 
gree of integration among member countries 
both in trade policies and in other spheres. 

The forest-based industries have favoured 
a free trade arrangement that would also 
encompass the European countries rather 
than an agreement with the United States 
alone. In the larger grouping, our producers 
would have to face not only the competition 
of efficient U.S. producers but also the com- 
petition of the generally less-efficient Euro- 
pean manufacturers. European producers, 
particularly in the U.K. and EEC countries, 
must rely to an increasing extent on imported 
raw materials in order to meet growing de- 
mands; however, in the past they have 
strongly opposed tariff reductions on pulp 
and papers because of fear of North Ameri- 
can competition. 

In political terms, Canada would appear 
to have more independence in an Atlantic 
or Hemispheric Association, than in any 
type of association with the United States 
alone. An American Free Trade area, which 
would also: include Caribbean and Central 
American countries, has also been proposed. 
However, due to the relatively undeveloped 
state of the other countries, it would not dif- 
fer significantly from a bilateral agreement 
with the United States. There is vigorous 
public opposition to any general free trade 
agreement with the U.S. 

A Canada-U.S. arrangement that could 
get more public support is that of free trade 
in particular products only. Limited bilateral 
free trade agreements such as the auto pact 
are more acceptable to Canada than the 
more complete forms of economic integra- 
tion because the degree of independence for- 
feited is, in theory, greatly lessened. However, 
other GATT members might react unfavour- 
ably toward further bilateral agreements for 
individual industries beyond the current 
Canada-United States auto trade agree- 
ment. In addition, the position of the United 
States industries and government on further 
bilateral agreements is uncertain. 

A sectoral free trade agreement could 
cover the products of the forest-based indus- 
tries. Free trade between the two countries 
already exists in many raw and semi-proces- 
sed forest products — roundwood, pulp chips, 
semi-finished lumber, wood pulp, newsprint 
and waste papers. 

Canadian forest products manufacturers 
have criticized the limited, single-industry 


9Submission to the Economic Council of Canada 
on “Certain Important Aspects of the 
Responsibilities of the Registrar General of 
Canada,” July 1967. 


free trade approach since inputs such as im- 
ported U.S. mill machinery would still be 
dutiable. The industry claims such a disad- 
vantage would make it difficult for our pro- 
ducers to achieve competitive production 
costs. 

Manufacturers also believe that a single- 
industry approach would not provide enough 
incentive to the federal government to alter 
its anti-combines legislation. They say that 
mergers and industry-wide planning would 
be necessary to deal successfully with a les- 
sening of protection here and in the USS. 
Without some relaxation of current anti- 
combines legislation in Canada, such activi- 
ties could be illegal. 

A brief from the Canadian Electrical Man- 
ufacturers Association to the Economic 
Council of Canada? urges more flexible anti- 
combines legislation to enable those manufac- 
turers facing reduced tariff protection to 
improve their competitive strength. The elec- 
trical manufacturers contend that changes in 
world economic conditions could be relied 
upon to preserve competition in the Canadian 
domestic market. 

The various policy alternatives open to the 
government are not mutually exclusive. 
Rather they can each be considered as pro- 
gressive stages toward a distant objective of 
complete and universal free trade in forest 
products. After the current round of GATT 
reductions are implemented, opportunities 

_and necessities may well force Canada to 
consider further tariff reductions. However, 
the unwelcome prospect of reciprocal trade 
restrictions and increased barriers still exists. 
It appears likely that progress toward free 
trade in Canadian forest products will occur 
as a result of further reductions in tariffs 
and non-tariff barriers through sectoral free 
trade agreements on a regional or multi- 
national basis. 


FREE TRADE IN FOREST PRODUCTS 
BETWEEN CANADA AND THE 
UNITED STATES 


Canada’s Forest-Based Industries 

and the Auto Pact 

Obvious differences between the auto indus- 
try and the forest-based industries make it 
difficult to appraise the applicability of a 
Canada-U.S. trade agreement strictly pat- 
terned on the auto pact. In the words of Mr. 
Drury “the automotive program was devised 
to meet a unique set of circumstances and, 
as such, is not directly applicable to other 
industries.’’!0 


10“Canadian Commercial Policy on Perspec- 
tive”: An address by C. M. Drury, Minister of 
Industry, to World Trade Conference, 96th 
Annual Meeting, C.M.A.., Toronto, 

May 29, 1967. 
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Trade Liberalization and the Forest Industries 


The Canadian auto industry is comprised 
of a few large firms, subsidiaries of U.S. par- 
ent companies. Their products are similar 
and have been advertised jointly in the U.S. 
and Canada for many years. The Canadian 
industry supports a number of small domestic 
industrial suppliers who are highly suscep- 
tible to the repercussions of the trade agree- 
ment. 

The forest-based industries are a large 
group of separate and distinct industries pro- 
ducing a great variety of products. Their 
common feature is the use of forest products 
as raw materials. The industries considered 
in this section are those primary and sec- 
ondary manufacturers whose products are 
industrial goods manufactured from raw or 
semi-processed forest products. The pulp and 
paper industry leads the group in terms of 
value of shipments, although the wood indus- 
tries — sawmills, veneer and plywood mills, 
sash, door and planing mills, casket makers 
and others — represent a much greater num- 
ber of individual establishments. While there 
were 131 primary pulp and paper establish- 
ments in Canada in 1964, there were more 
than 5,000 individual firms in the woods 
industries. 

In the last decade there has been a trend 
toward enlargement through integration with- 
in the forest-based industries. The smaller 
pulp and paper mills and sawmills are often 
marginal operations incapable of high vol- 
ume, high quality production. The future 
prospects for such firms are poor regardless 
of possible developments in Canadian and 
United States trade agreements. In the last 
two years, six small groundwood pulp mills 
located in Eastern Canada have had to heav- 
ily curtail production or shut down entirely. 
In Ontario, Domtar Ltd. announced that it 
will close its St. Catharines sulphite mill early 
in 1968.1! 

The federal government recognized when 
the auto pact was being developed that elimi- 
nating US. tariffs would not be sufficient to 
remove the institutional impediments to auto- 
motive trade. Since these impediments, re- 
sulting from U.S. ownership, could also limit 
domestic production and exports, Canadian 
auto manufacturers were committed to great- 
ly expand their production and maintain the 
Canadian content of their production over 
the period of the initial agreement to 1968. 
The current agreement is thus, in effect, a 
conditional free trade agreement. 

Impediments related directly to U.S. own- 
ership of Canadian firms are less significant 
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11The Financial Post, Toronto, July 15, 1967 
and September 2, 1967. 

12F ree entry for machinery not available in 
Canada and a 15 per cent tariff on machines 
which are or could be manufactured here. 
13Pqul and R. J. Wonnacott, “The Automotive 


in our forest-based industries than in the 
auto industry, since a considerable number of 
firms in this group are not controlled by U.S. 
corporations (even in the pulp and paper 
sector where U.S. participation in Canadian 
production facilities is high). As an unavoid- 
able corollary, conditional clauses guaran- 
teeing our firms a share of the growth of the 
U.S. — or Canadian — market would certainly 
not be offered by U.S. firms in a forest-prod- 
uct free trade pact. Unfortunately, the U.S. 
marketing system can cause formidable diffi- 
culties for the independent Canadian pulp 
and paper producers. There are only a few 
open marketing outlets serving U.S. consum- 
ers of papers. Most U.S. outlets and convert- 
ers are producer-controlled and are tied to 
one company’s products. The result is that 
Canadian mills that are not affiliated with 
U.S. corporations have difficulty obtaining 
large-scale marketing outlets and customers 
among the paper converters in the United 
States. 

In order to realistically judge the possibili- 
ties for a free trade agreement for our forest- 
based industries each member in the group 
must be considered individually. Each of the 
major categories of manufactured products 
from paper to plywood, is unique in pro- 
duction methods, costs and end uses. As 
opposed to autos, the commodities are low- 
unit-value items, mass produced in numerous 
different grades, dimensions and species, for 
a variety of firms for further manufacturing 
into other industrial or consumer goods. The 
consumer market does not provide a large 
direct outlet for the products. A similar in- 
dustrial structure exists in the United States 
where mergers, consolidations and integra- 
tion have been even more prominent than in 
Canada. 


Results of a Free Trade Agreement 

Some continental reorganization of produc- 
tion facilities based on raw material supplies 
and markets could be expected to result from 
a free trade agreement. The larger U.S. pro- 
ducers could replace some of our smaller, 
less efficient producers. However, the con- 
verse would also be true with Canadian firms 
dominating in some of the sectors. Under 
duty-free entry Canadian newsprint manu- 
facturers have held a strong position in the 
U.S. market for many years. Our producers 
should continue to do well in the future, de- 
spite the rapid growth of a domestic industry 
in the southern states. It is the overall result 
of the relative efficiencies of the various 


Agreement,” Canadian Journal of Economics 
and Political Science, May 1967. 
14“Canada-U.S. Trade Relations,” World 
Business, March 1967. 

15Economic Council of Canada, “Scale and 
Specialization in Manufacturing,” Fourth 


Canadian and American producers by which 
a free trade agreement in forest products 
must be judged. 

The industry has stated that sales taxes 
and duties on inputs will leave our producers 
at a disadvantage compared to U.S. competi- 
tors. The new Canadian tariff rates on ma- 
chinery will average out to nine per cent.!? 

It is interesting to note .that in 1966 
U.S. machinery manufacturers unsuccessfully 
urged their government to raise tariffs on for- 
eign pulp-and-paper-making machinery (Eu- 
ropean) to the previous level of 25 per cent 
from the current level of 7.5 per cent. New 
Kennedy Round rates will range from 3.5 to 
5 per cent for most machinery entering the 
United States — still considerably below the 
new Canadian rate. 

In the auto parts industry, despite lower 
average wage rates in the Canadian industry 
and the dollar discount, average costs for our 
manufacturers are estimated at 5 to 15 per 
cent higher than in the United States.'3 In 
more general terms, it is believed that “many 
Canadian industries have higher production 
costs than comparable U.S. enterprises, even 
though manufacturing wages average 17 pet 
cent below U.S. rates.”!4 | 

In the forest-based industries there are 
similar cost disadvantages, particularly fot 
smaller producers, but the disadvantages are 
often less severe due to lower raw materia 
costs. The gap in productivity between Can: 
ada and the United States is much smaller it 
the forestry sector than in other areas 0 
manufacturing and could probably be effec 
tively eliminated for some of our operations.' 

Under a free trade pact raw material 
(logs) could move in much greater volume ti 
the most efficient neighbouring U.S. manu 
facturers for processing — provided transpor 
tation costs made this traffic economical 
However most provinces restrict the expor 
of logs. Ontario’s legislation governing lo 
exports is The Crown Timber Act whic 
states that all timber cut has to be used fo 
manufacturing in Canada, unless used fe 
fuel, building, etc.!° The restriction appli¢ 
only to timber cut from public lands. No rei 
triction is placed on the export of timber et 
from patented lands, but a statutory declaré 
tion!7 must be made which states that th 
forest products to be exported were cut fro! 
patented lands. | 

Interprovincial shipments of raw materia 
to our most efficient mills might also increas 
unless restricted by provincial authoritie 
Quebec legislation concerning Crown Timbi 


Annual Review, ch. 6 (Ottawa: Queen’s Printer 
1967). | 
16Revised Statutes of Ontario 1960, The Crown 
Timber Act, Sec. 14, ch. 83 as amended 
by 1961-62, ch. 27. 

17The Crown Timber Act, Sec. 15, op. cit. 


covers the movement of logs across the 
provincial boundaries as well as across the 
Canadian border. 

_ Asa result of the increase in domestic pro- 
duction of cars and parts following the auto 
dact, the suppliers of raw materials and in- 
dustrial goods for the auto industry have an 
*xpanded market. If Canadian forest-based 
ndustries’ production were increased sub- 
‘tantially, some secondary expansion would 
yecur in supporting services and equipment. 
dowever, the impact of increased production 
vould be greatest on the immediate supply of 
tanding timber and the actual timber har- 
esting operations. Increases in the scale of 
dgging Operations could generate some in- 
Tease in the demand for woods labour — 
thich is already becoming scarce — and mod- 
m mechanized logging equipment. If any 
reat expansion of industrial production and 
aw material consumption occurs without 
imilar increases in current expenditures for 
ature timber production and forest land 
lanagement, shortages of material could 
2sult. 


‘ACTORS AFFECTING THE RESPONSE 
IF THE FOREST-BASED INDUSTRY 
‘(0 NEW TRADE CONDITIONS 


apacity 
he existing productive capacity of the forest- 
ased industries in Canada is sufficient to 


ipport a considerable increase in exports. 
| 


Annual Investment in the Forest-Based Industries, Canada, 1960 to 1967 


Capital and Repair Expenditures 


Sector 1960 

$ Million 
Forestry oF, 
Wood Industries 87 
Paper and Allied Industries 267 


1963 


326 


1964 1965  1966(Pa) 19674) 
106 145 151 141 141 
94 110 132 115 100 

454 565 719 617 


Se ee ee ee ee eee 
dt 


otal 451 


( 


Pa) preliminary actual 
@ intentions 


Source: Canada, Department of Trade and C. ommerce, “Private and Public Investment 


in Canada,” annual. 
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Up to the end of the third quarter of 1967 
there was increasing surplus capacity in the 
various sectors of the pulp and paper indus- 
try due to a current slowdown in growth of 
demand and a large increase in capital in- 
vestment. Actual production as a percentage 
of productive capacity was 91 per cent for 
paperboards, 88 per cent for newsprint, 88 
per cent for other papers and 85 per cent 
for chemical pulps.!8 

Primary forestry activities showed a sig- 
nificant increase in investment and repair 
expenditures from 1963 to 1964, thereafter 
holding relatively constant up to the present. 
Annual expenditures in the wood industries 


showed a gain of 32 per cent from 1960 to 
1966. 

The major increases in capital investments 
in the industry began in 1963 when invest- 
ment was more than 10 per cent higher than 
the level in 1962. Capital and repair expen- 
ditures continued to increase substantially 
each year up to 1966. Investment intentions 
for 1967, as determined in March of that 
year, indicate a decrease from the previous 
year’s expenditures for the first time this 
decade. Early indications suggest that 1968 
expenditures will again continue downward 
as productive capacity has exceeded demand 


in the short run. 
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ulp and Paper: Production, Capacity and Consumption in Canada 


4 
\ 


| Annual Annual 

Production Capacity 

‘ommodity 1966 1967! 1966 1967 
(thousands of tons) 

lewsprint 8,419 8,123 8,878 9,336 
hperboard 1,674¢ 1,560 1,662 dedlS 
bok and Writing Paper Sore AT 745 763 
\rapping Paper 424¢ 447 404 533 
‘issue and Sanitary Paper 202° 260 ZS 265 
\ood Pulp 16,004 15,504 17,108 18,158 


) 


a 


Increase 

in Annual 

Capacity Consumption Increase in 
1960 Per Capita Consumption 
to 1966 1966 1960 to 1966 
% (Ibs.) % 

16.6 65.8 23.9 
43.0 147.2 25.6 
Sen 46.7 33.8 
49.3 39.2 19.5 
(1960-67) 
58.4 21.9 32g, 
30.2 _ _ 


-| 
htal Paper and Paperboard 


— 3595 24.0 


‘| estimate 


urce: Canadian Pulp and Paper Association, Reference Tables, July 1967. 


J SE nEEESTEnnrnnneerrererereeneeeeneee 


18“The Pulp and Paper Industry” monthly 
Statistical bulletin of the C.P.P.A. 


07 production figures are based on production to September 30, 1967, as reported in the monthly statistical bulletin, C.P.P.A. 
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Trade Liberalization and the Forest Industries 


The outcome of the great increase in in- 
vestment expenditures in the pulp and paper 
industry has been a comparable rise in pro- 
ductive capacity and actual production for 
most sectors of the industry. The basic capac- 
ity of the industry, in terms of annual capacity 
for wood pulp production, has increased 38.2 
per cent from 1960 to 1967. The increase in 
capacity for book and writing papers was the 
highest — 73.7 per cent from 1960 to 1966. 
Newsprint capacity showed the least increase 
—only 16.6 per cent from 1960 to 1966. It 
appears that relatively little of the investment 
expenditures were for the purpose of increas- 
ing newsprint capacity. Wrapping paper ca- 
pacity had increased by only 13.2 per cent 
from 1960 to 1966; however, a major in- 
crease in 1967 has raised capacity by more 
than 25 per cent in that one year alone. The 
international character of the Canadian pulp 
and paper industry has undoubtedly contrib- 
uted to its spectacular growth in this decade. 

On the basis of current domestic per-capita 
consumption, the Canadian market could 
absorb only a portion of the maximum out- 
put realizable by the different industry sec- 
tors. The investment in productive capacity 
of the industry has been predicated on con- 
tinuing world demand for papers and paper 
products. In order to take advantage of the 
projected growth of foreign markets, empha- 
sis must be placed on encouraging exports. 


Ownership 
Variations in the degree of foreign ownership 
among Canadian industries will have a mark- 
ed influence on the responses of the industries 
to changes in trade policy. The management 
of foreign-owned operations in Canada must 
be influenced by the economic situation of 
both the parent operation and the conditions 
in Canada. In addition, when tariffs are re- 
duced multilaterally, a U.S.-owned subsidiary 
in Canada might find itself competing with 
products of its U.S. parent concern. The same 
situation will apply, of course, to Canadian- 
owned subsidiaries in the United States. The 
response taken by the subsidiary — or imposed 
on it — is most significant to this study.!9 

The alternatives open to the parent firm 
range from closing the subsidiary, where pro- 
duction and distribution costs favour the par- 
ent operation, to integrating the subsidiary 
into a branch plant system. In the branch 
plant organization each establishment could 
specialize in the most profitable product lines, 
or continue duplicating production, as before 
the reduction in tariff protection. The latter 


approach would be chosen when economies 
of scale are insufficient to overcome regional 
production advantages related to marketing, 
transportation and distribution costs or other 
special considerations. The most likely alter- 
native in many instances would be some 
combination of specialization and regional 
production which makes use of the existing 
investment in subsidiary plant. Problems of 
rationalization, specialization or plant loca- 
tion will be analysed differently by firms that 
are national in operation from those that have 
establishments in several countries. Interna- 
tional firms have a wider range of alternatives. 

In the forest-based industries in Canada 
there is significant foreign investment and 
control, particularly among the larger firms. 
By 1964, non-residents owned long-term in- 
vestments valued at $1,703 million?° in the 
wood and paper manufacturing industries — 
an increase of $158 million from 1963 to 
1964 alone, and of $388 million from 1960 
to 1964. The majority of these capital inputs 
have been in the form of direct investments in 
branches, subsidiaries and controlled com- 
panies. The biggest source of funds is the 
United States. 

More than 40 per cent of total investment 
in the Canadian pulp and paper industry is 
U.S. owned. Although the degree of foreign 
ownership in the wood industries is consider- 
ably less, here too between 80 and 90 dollars 
of every $100 of foreign-owned investment 
come from the U.S. In 1962, an estimated 20 
to 25 per cent of the total assets of the wood 
industries was controlled by non-residents (on 
the basis of assets of corporations which are 
more than 50 per cent non-resident owned).?! 

In recent years there has been some addi- 
tional influx of capital from Scandinavian 
countries, several western European coun- 
tries, Japan and even India. At the same time, 
Canadian firms have been seeking American, 
British and other foreign affiliations and sub- 
sidiaries, at least partly for the purposes of 
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forward integration in production and mar- 
keting operations. 

R. M. Fowler, President of the Canadian 
Pulp and Paper Association, highlighting the 
international aspects of ownership and trade 
said pulp and paper production was moving 
into the hands of large international corpora- 
tions and 


‘if we want rapid expansion of Canadian 
trade to meet rapidly rising world demand 
this is the way it will be done; . . . growth 
based on Canadian efforts alone will be 
much slower. At the same time, Canadian 
companies will need to invest extensively 
in manufacturing and merchandising faci- 
lities in developed countries and in new 
industries in the less developed coun- 
tries.” 22 


Structure 

Historically, our tariff protection has support- 
ed the development of domestic producers 
with a structure suited to the limited Cana- 
dian market. As a result of such protection, 
our paper industry has developed a structure 
capable of supplying many grades, in short 
runs, to meet the needs of a small population. 
A similar situation exists in many other coun- 
tries, each supporting their own domestic 
producers. Exports of protected grades of 
paper from Canadian producers have seldom 
accounted for more than one-tenth of total 
production and most exported volume has 
gone to Commonwealth countries where pref- 
erential tariffs exist. In contrast, 93 per cent 
of the tonnage of newsprint produced in Can- 
ada in 1965 was exported. 

In order to respond to changing patterns 
and lower tariffs, our forest-based industries 
will require restructuring and reorganization 
Greater specialization of production in com: 
modities where our producers have the 
greatest competitive advantages must be em: 
phasized. Within Canada, rationalization cat 
also include geographical concentration 0 
production to take advantage of economie 


Ownership of the Canadian Pulp and Paper Industry,' 1963 


Percentage Ownership of Total Investment 


Canada 
Pulp and Paper Industry 48 
All Manufacturing 46 


US. 


44 
ao 8 


U.K. Other Countries 


Ne 


1DBS, Canadian Balance of International Payments, 1963, 1965. 


a 


19For a detailed study of the operations of sub- 
sidiary companies in Canada, see “Foreign- 
Owned Subsidiaries in Canada,” Department of 
Trade and Commerce, 1967. 


20D BS, Canadian Balance of International 
Payments, 1963, 64, 65. 

21S$ee “Corporations and Labour Returns Act: 
Report for 1962,” Department of Trade 

and Commerce, 1965. 


22From an address by R. M. Fowler to the 
Annual Luncheon of the Canadian Pulp and 
Paper Association, January 1967. 


elated to raw materials supply, transporta- 
ion, distribution and marketing advantages. 
Restructuring will require further capital in- 
estments in new or converted plants. Pro- 
luction facilities will have to be capable 
f achieving maximum economies through 
arge-scale production. In the pulp and paper 
adustry this will mean concentrating produc- 
ion in long-run, large-volume, competitive 
rades of paper for domestic and foreign 
aarkets. It is evident that the necessary ra- 
onalization of our forest-based industries 
rill require time, assistance and a degree of 
idustry-wide planning and cooperation 
which is currently unknown and may even be 
legal, under our combines laws. 
_ When the structural changes needed for 
arvival in an international market are viewed 
untly with the existing ownership patterns 
| the forest-based industries, one important 
dservation can be made: specialized produc- 
‘on can be achieved more easily by interna- 
onally based operations than by wholly 
(anadian establishments. 
Most international firms should be in a 
:vourable position to alter their structure in 
ims of geographic and productive efficien- 
(es. Domestic firms, on the other hand, will 
lcome dependent on a reduced number of 
(mmodities in which they will specialize by 
‘rtue of their comparative advantages. Stud- 
is of the pulp and paper industry in Canada 
‘ggest that freer trade with the U.S. will 
fvour branch plant operations by the inter- 
tional firms, in contrast to wholly or 
iirtially owned subsidiary operations. The 
(plicate production functions of the sub- 
Wey plant were more suited to the old 
t-iff-protected, 
arket. 
Restructuring our forest-based industries 
ull require more than a rationalization of 
oduction facilities alone. Further integra- 
tM seems necessary throughout the indus- 
ties. Increased access by Canadian opera- 
ts to organizations and outlets in United 
ites and other foreign markets can be ex- 
ted. An ownership interest in a foreign 
Oeration will help overcome institutional and 
on-tariff barriers to increased trade. 
‘Activities aimed at forward integration 
a1 the purchase of foreign firms have been 
“ing place in the Canadian pulp and paper 
itlustry. In 1967 a number of mergers and 
quisitions were effected. Following the 
1,0n of the Consolidated Paper and Bathurst 
er Companies, the new organization ob- 


‘aed control of two U.S.-based firms, a 
a, 


self-contained Canadian 


paper converter (Orchids Paper Products 
Company) and a manufacturer of tissues 
(Doeskin Products Ltd.). An interest has also 
been acquired in a British Columbia lumber 
wholesaling firm (Cooper-Widman Ltd.). The 
Abitibi Paper Company announced the pur- 
chase of an eastern Canada fine paper dis- 
tributor (Intercity Papers Ltd.).23 A French 
industrial combine (Cellulose du Pin of 
France) acquired an interest in Donohue 
Bros. Ltd., a Quebec-based newsprint pro- 
ducer. This transatlantic connection is re- 
ported to have resulted in a contract for the 
annual sale of 5,000 to 10,000 tons of news- 
print in the French market. MacMillan 
Bloedel Ltd. is planning to expand its logging 
activities in tropical areas. The company has 
acquired an interest in an enterprise which 
holds cutting rights to 100,000 acres on the 
island of Bougainville, east of New Guinea. 
Several other companies are also seeking 
similar opportunities in Europe and the 
United States. 

Without greater international integration 
our independent, or non-US. affiliated, pro- 
ducers will face marketing handicaps in the 
U.S. and consumer ignorance about our “for- 
eign” products, grades and specifications. 
U.S. producers will not face the same degree 
of unfamiliarity because of the great overflow 
of U.S. advertising coverage into Canada. 
Canadian producers will have to make sub- 
stantial investments in order to gain distrib- 
utor acceptance for their trade marks and 
grades. Our firms will also have to provide 
the range of products and services expected 
by U.S. and other foreign consumers. 

The foreign marketing problems which will 
be faced by Canadian producers indicate that 
rationalization through mergers of the smaller 
firms into financially strong, integrated units 
is often appropriate. Another approach to the 
foreign marketing problem is the establish- 
ment of an export consortium. 

In 1960, an amendment to the Combines 
Investigation Act was instituted to protect 
companies which formed a consortium for 
export purposes from prosecution under the 
Act. The amendment requires that coopera- 
tion in the export market be insulated from 
behaviour in the domestic market. A consor- 
tium acts as a common sales agency for all 
member companies. The advantages of a 
common export sales agency include lower 
costs of transportation and marketing through 
large-scale operations, better sales coverage 
and lower costs for the individual member. 
The consortium can offer the foreign buyer a 


23See also the acquisition early in 1968 of Cox 
Newsprint Inc. of Augusta, Georgia, a southern 
U.S. newsprint producer, by Abitibi. 
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wider range of products and larger quantities 
than would be available from a single com- 
pany. A consortium would also have a better 
credit standing for financing sales than an 
individual firm. The greatest obstacle in op- 
erating a successful consortium lies in achiev- 
ing a mutually acceptable allocation of sales 
among competing member firms. 

Two forest industry groups operating as 
export consortia are Quebec-based Canexco 
and Seaboard Lumber Sales operating from 
British Columbia. Canexco comprises 20 
companies exporting softwood lumber and 
pulpwood to western Europe. Seaboard Lum- 
ber Sales represents a number of western lum- 
ber producers in European markets. 


Anti-Dumping Restrictions 
Current anti-dumping regulations ensure that 
producers in Canada and the United States 
will offer their products in the other country 
at prices not lower than their own domestic 
market prices. In Canada, anti-dumping pen- 
alties apply if an item is priced below its home 
market price. In the U.S., an imported good 
sold below its home market price must injure 
local manufacturers before anti-dumping pen- 
alties are applied. A new, less protective anti- 
dumping code similar to that of the United 
States has been accepted by Canada in the 
Kennedy Round negotiations and is to be 
effective no later than July 1968. 

Some Canadian pulp and paper manufac- 


. turers have contended that U.S. anti-dumping 


regulations are a serious barrier to increased 
paper exports — under current price differen- 
tials.24 Although the actual application of 
American anti-dumping regulations to the 
protected paper grades has not been wide- 
spread, its effect has been to discourage ex- 
ports of Canadian papers and boards, apart 
from the prevailing rate of duty. In order to 
compete in the U.S. markets, prices of many 
exported papers will have to be lowered. 
Unless domestic prices are also reduced to the 
export price level, U.S. anti-dumping duties 
could be imposed. A reduction in U.S. tariffs 
can be of no practical value to Canadian 
manufacturers with higher domestic prices, 
because of the anti-dumping prohibition on 
selling in the U.S. at American prices. On the 
other hand, the Canadian anti-dumping regu- 
lations do not exclude the less costly U.S. 
goods. 

With the forthcoming reductions in our 
own protective tariffs, Canadian producers 
will be forced by import competition to lower 
their domestic prices to a level somewhat 


24See also CEMA report, Non-tariff Barriers 
to Trade, 1967. 
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closer to U.S. market prices. The necessity for 
our producers to compete in the new con- 
tinental market, coupled with the threat of 
anti-dumping penalties, will be a strong in- 
ducement for the establishment of parity 
prices in North America for many forest 
products. 


Government Assistance to Industry 

The federal government is expected to pro- 
vide some assistance to firms to adjust to new 
trading conditions. In January 1966, the 
President of the C.P.P.A. stated that in the 
event of major reductions and exposure to 
U.S. competition “the adoption of a policy of 
adjustment assistance is an essential first step 
to enlist active and understanding support (of 
the domestic industry) for the reduction of 
trade barriers and to stimulate the industrial 
changes needed to compete actively in world 
markets.” 

The industry feels an assistance program 
should be flexible so that the specific prob- 
lems of each establishment may be dealt with 
effectively. The need for assistance will vary 
from one mill to another, depending on size, 
type of production, opportunities within the 
company to engage in alternative types of pro- 
duction and the availability of alternative em- 
ployment for workers in the area. 

The system used by the EEC for the ex- 
posed industries of member countries pro- 
vides assistance to those industries to help 
them re-establish in other lines or in different 
locations. The system includes cash compen- 
sation for the dislocation of factories and 
“trade adjustment allowances” for plants 
closed as a result of the tariff cuts among 
members. 

The details of assistance programs being 
planned by the federal government are not 
yet available.25 Trade officials are planning 
extensive consultations with industries and 
trade associations on anti-dumping legisla- 
tion. Similar consultations have already been 
held in several cities to outline Canada’s 
tariff concessions in the Kennedy Round and 
the new export opportunities available as a 
result of other countries’ tariff reductions. 

A model assistance program exists in the 
Auto Industry Adjustment Assistance Board, 
set up to help companies and workers affected 
by the auto pact. In order to encourage more 
efficient operations in the domestic auto parts 
industry the government has made provisions 
for loans at six per cent interest to help parts 
manufacturers expand production; assistance 
is also available to workers displaced through 


25Not available at time of writing. The Minister 
of Industry has since revealed an adjustment 
assistance program which is to include a loan 
fund of $10 million for the first year. (See 
addendum.) 


adjustments in the auto industry. Similar 
forms of transitional assistance encouraging 
adjustment and rationalization for the newly 
exposed industries such as paper converters 
could be instituted by the federal government. 

Government spokesmen have suggested 
that capital, in the form of loans rather than 
grants, might be made available to companies 
whose business is seriously injured by the 
tariff reductions. An agency such as the Can- 
ada Development Corporation could be used 
in a role similar to that of the Auto Industry 
Adjustment Assistance Board and could act 
as a large-scale lending agency. The govern- 
ment has also indicated that there will be 
more emphasis on research and development 
to maintain and improve Canada’s long-term 
trade prospects. The need for specific meas- 
ures of assistance beyond the provision of a 
cheap source of capital is uncertain at this 
stage. 

Disruptions to Canadian manufacturing 
firms, including the forest product manu- 
factures, will not occur suddenly, as tariff 
changes will be phased over some years. The 
new anti-dumping code for Canada will have 
more immediate impact on the manufacturing 
industries than the more gradual scheduling 
of tariff changes here and in other countries. 

Various incentive schemes to encourage 
Canadian exports could be established by the 
federal and provincial governments. Some 
form of direct assistance, such as export sub- 
sidies to manufacturers, would be disallowed 
under GATT regulations. Other government 
activities, such as the provision of export 
credit services, export insurance and trade 
promotions, acceptable under GATT, are 
already available to Canadian exporters. Tax 
relief, such as accelerated depreciation allow- 
ances and remission of sales and other “over- 
head” taxes on export goods, is another area 
where export incentives can be provided.”¢ In 
the light of the Kennedy Round results, both 
the Ontario and the federal governments, are 
currently emphasizing their established pro- 
grams for trade promotion and export credit 
and insurance services. The expansion of 
these programs can be particularly useful to 
the forest-based industries. 


Addendum 
The Kennedy Round Adjustment Assistance 
Program for Secondary Industry 


In a speech to the Canadian Manufacturers 
Association on January 31, 1968 (reported 
in Industrial Canada, March 1968), 
Honourable C. M. Drury said: 


26For an analysis of the effects of tax structures 
on international trade see “Border Tax Adjust- 
ments” in the OECD Observer, No. 30, 
October 1967. 


The (Adjustment Assistance) program’s 
chief features will be the offer by the 
Government of insurance of the major 
share of the risk on industrial assistance 
loans by private lenders; direct Govern- 
ment loans in cases of defined hardship; 
and technical assistance to manufacturers 
in preparing adjustment proposals for the 
purpose of improving their production, 
managerial, marketing and financial opera- 
tions. 

The program will be administered by a 
Board to be established under the Depart- 
ment of Industry Act. The services of the 
Department of Industry and its various 
branches will be made fully available to 
the Board and to eligible firms seeking 
assistance. The fullest possible use will be 
made of the experience gained from the 
automotive Adjustment Assistance Pro- 
gram. 

(The program) has two principal objec- 
tives: first, and most important, to derive 
as much benefit as possible from the 
widening markets and increasing scope for 
specialization and longer production runs, 
second, to assist firms which are adversely 
affected to adapt to more competitive con- 
ditions. 


Summary and Conclusions 
Important changes in trading conditions ar 
taking place in the major foreign markets fe 
Canadian forest products. As a result of th 
elimination in January 1967 of internal tarifl 
among the EFTA member countries, Cat 
ada’s preferential trade position in the U.k 
market has been effectively reduced an 
Canadian forest products exports face i 
creased competition in Britain. In additior 
Britain’s application for membership in tt 
EEC would, if successful, probably result : 
the complete elimination of the Commo) 
wealth preferential tariff rates now offered t 
the U.K. | 

The major western European exporters + 
paper and board products are Finland ar 
Sweden. Both countries are members _ 
EFTA and are reported to be seeking EE! 
membership. Because of their lower tran 
portation costs, forest products from Finlai 
and Sweden have advantages over m¢ 
North American commodities in the Briti’ 
and continental European markets. If t 
Nordic countries gain free access to the EE 
market through membership in the Co 
munity, their export opportunities throughe 
Europe will only be limited by the eve 
tual shortages of additional domestic timt 
supplies. 

The greatest short-term rate of expansi 
of demand for forest products is expected 
occur in the European and Japanese marke 


ritain and Germany are now the major Eu- 
pean importers of paper and board prod- 
cts. Unfortunately, the tariff reductions 
ffered by the EEC in the Kennedy Round, 
ave not substantially opened up that market 
x many Canadian forest products. The 
wiff-free quota of 1.9 million metric tons 
as been retained by the EEC for wood pulp 
ports. The newsprint tariff rate, applicable 
ter reaching a tariff-free quota of 625,000 
etric tons, has not been reduced. 
Although the actual enlargement of the 
EC to include Britain, Sweden or Finland 
‘unlikely in the near future, the Canadian 
iovernment must continue to work for 
eater trade opportunities with the Com- 
unity. The potential market in the EEC for 
imada’s forest products is important both in 
elf and as a counterbalance to our singular 
pendence on the U.S. market. For Cana- 
an firms interested in improving their access 
the EEC market, the vigorous develop- 
ent of affiliations with European companies 
puld be valuable. The nationalistic outlook 
)France and the current European disfavour 
rth the extent of U.S. acquisitions of Euro- 
‘an firms might provide the independent 
‘madian companies with an advantage over 
bir U.S. competitors. 

Tn the more immediate future, our indus- 
Ps will be influenced by the Kennedy Round 
‘iff reductions which will be implemented 
yer the next five years by Canada and the 
Utited States. It appears that the general in- 
lence of these tariff adjustments will be an 
yerall increase in trade with the U.S. There 
ry be a tendency toward parity prices in the 
WW continental market for our previously 
i: am forest products. Some slight lower- 
1, of the producers’ domestic prices may 
ur due to increased U.S. competition and 
torder to take advantage of opportunities 
the American market without fear of U.S. 
ui-dumping penalties. In addition, prices 
manufacturing inputs such as production 
chinery should be somewhat lower as a 
aalt of tariff reductions on these commod- 
ts. There should be some further speciali- 
i by the forest products manufacturers 


their most internationally competitive 

duct lines, particularly for papers and 
er secondary manufacturing operations. In 
it} with this specialization, outlets in the U.S. 
vi be increasingly important for the Cana- 
‘in forest products manufacturers. 


Another important aspect of a move to- 
ward continental rationalization of pro- 
duction will be the response of U.S.-owned 
subsidiaries in Canada. A recent Economic 
Council of Canada survey of future invest- 
ment plans of a sample of companies in 
Canada reports: 


Particular uneasiness was expressed by a 
number of subsidiaries of foreign com- 
panies. Under lower Canadian tariffs, such 
foreign companies it was feared, might 
find it advantageous to build larger plants 
outside of Canada to supply the Canadian 
market as well as their home market, 
rather than to establish or expand manu- 
facturing facilities in Canada.27 


Because Canada has large raw material 
supplies, the exclusive development of sites 
outside of Canada is not a serious possibility 
for the primary sectors of the forest-based 
industries. It is, nevertheless, a possibility 
which will have to be kept in mind for some 
of the secondary manufacturing establish- 
ments. The solution to this potential problem 
could become more important if the two 
countries move further toward bilateral free 
trade in forest products. 

It appears that the federal government will 
next attempt to achieve trade liberalization 
in forest products and some other industrial 
sectors on a broad regional basis. A regional 
grouping which would be favoured by Can- 
ada for sectoral trade agreements would en- 
compass the United States, the EEC and 
EFTA countries, and any others who wished 
to join. Public opposition to a Canada-U.S. 
free trade area approach, and the serious 
problems related to industrial structure, own- 
ership and market characteristics will prob- 
ably delay for some years the development of 
a limited, bilateral forest products free trade 
agreement. Further specialization, rationali- 
zation and efficiency of production — develop- 
ments which will be encouraged by the tariff 
reductions —- must be achieved by the pro- 
tected sectors of the forest-based industries 
before a limited bilateral agreement can be 
rewarding. 

Apart from sectoral free trade for forest 
and mineral products throughout the world, 
some other policies for trade liberalization 
are also being advanced by Canada. With the 
final implementation of the new Kennedy 
Round tariff rates, non-tariff barriers will be 
the most important obstacle to access to for- 


274s reported in The Globe and Mail, Toronto, 
December 5, 1967. 
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eign markets. Reducing these barriers on a 
world-wide scale is a long-range objective. 

Another objective of the federal govern- 
ment is the expansion of trade between the 
developed and developing nations. World- 
wide free trade in tropical products has been 
proposed by former Trade Minister Robert 
Winters. If the proposal is accepted by other 
countries, it might produce some additional 
competition in the future for our own forest- 
based industries. Extractive industries based 
on forest resources are a potentially impor- 
tant sector of the economy in many tropical 
countries. However, on economic grounds 
alone the merits of encouraging these devel- 
oping markets outweigh any minor negative 
aspects of the policy. 

The government’s future trade policies 
must continue to have as their objective 
“the balanced growth of the Canadian econ- 
omy.”*8 The objective can be achieved 
through the expansion of an efficient man- 
ufacturing sector, including the secondary 
industries. Canada’s trade policies, as they 
affect the forest products trade, must be 
bolstered by government encouragement to 
industry. 

The manufacturers themselves will also 
have to put forth maximum effort to achieve 
efficiency of production, to successfully pene- 
trate foreign markets and to face increased 
competition in their home market. A stronger 
marketing effort will be required in the U.S. 


.and other countries, perhaps through export 


consortia. 

The relatively long period and the gradual 
implementation of the new tariff rates will 
provide time for government and industry to 
recognize and plan the treatment of any 
emerging problems. In order to gain sufficient 
warning, close contact with the affected sec- 
tors of the forest-based industries will have 
to be maintained over the implementation 
period. 

This report has been prepared before the 
actual application of the new tariff rates and, 
in that sense, is a preliminary analysis. Con- 
tinuation of studies of the effects of changing 
trade policies on the forest-based industries 
is very essential, as the consequences of the 
tariffs and shifting trading patterns become 
clearer. The eventual adjustments and oppor- 
tunities facing Ontario’s forest-based indus- 
tries will have a significant effect on the total 
economy and on the forestry-oriented north- 
ern regions in particular. 


28The address by Finance Minister Mitchell 
Sharp to The Annual General Meeting of the 
Canadian Manufacturers Association, Toronto, 
May 29, 1967. 
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Coincidental and Lagging Indicators 
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Unemployment Rate, Ontario (Inverted Scale, Seasonally Adjusted) 
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The Ontario Economic Review is prepared 
and edited bimonthly in the Economic 
Analysis Branch of the Economic and Statis- 
tical Services Division, Treasury Department, 
Finance and Economics. The review 

presents articles of interest as well as current 


information on economic activity in Ontario. 


Signed articles reflect the opinions of their 
authors and do not necessarily represent the 
views of the Department. 

Subscriptions can be obtained free of 
charge by writing the Editor, Ontario 
Economic Review, Treasury Department, 
Finance and Economics, Frost Building, 
Queen’s Park, Toronto 5, Ontario. 


Issued at Queen’s Park, Toronto, and 
authorized as second class mail by the Post 
Office Department, Ottawa, and for 
payment of postage in cash. 


About the Review 
The feature article for the May-June 
edition of the Ontario Economic Review 
analyses the main aspects of the marketing 
of table potatoes in Ontario and evaluates 
the impact of the changing pattern of 
marketing on the structure of the potato 
growing industry. Relevant information 
was obtained primarily through field surveys 
and personal interviews supported by 
official statistical data. : 
The article was prepared by Mr. L. Bodnar, 
Economist with the Economic Planning 
Branch in the Policy Planning Division of 
the Treasury Department, Finance and 
Economics. Statistical design and numerical 
analysis were carried out by the 
Ontario Statistical Centre in the Statistical 
Services Division of the Department. 
The project was initiated in the Applied 
Economics Branch of the Office of the Chief 
Economist, prior to the recent merger of 
that office with the Treasury Department. 


Indicator Charts, Pages 13-15 | 
Fluctuations in aggregate economic activity— 
commonly used to define business cycles — do | 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect | 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, ‘some | 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the, 
overall economy. The charts on pages 13-15 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make | 
such an evaluation. ) 

While comparisons of the timing and | 
direction of general changes in the various | 
indicators can readily be made, great care | 
must be exercised in making such a 
comparison of the amplitude of fluctuations: 
Of the three vertical scales used — ‘A’ | 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic | | 
scales with one and two cycles respectively 
over a given vertical distance ) — only the 
logarithmic scales can be used to compare _ 
relative changes in different indicators. Ana) 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


| 


Ihe Ontario Economy 


ross National Product 

he pace of the Canadian economy acceler- 
‘ed during the first quarter of 1968 after 
lore than six months of slow growth. 
ecently published DBS figures indicate that 
ross National Product increased by 2.9 per 
ent over the fourth quarter of 1967 to an 
inual rate of $64.8 billion. After allowing 
r about a one per cent rise in prices, this 
tin was reduced to two per cent in real 
rms. The advance occurred despite major 
ites in the automotive industry. 

Using the purchasing value of the Cana- 
an dollar in 1957 as a base, GNP in 
nuary, February and March was running 
an annual rate of $50.18 billion. This was 
. increase of 3.3 per cent from the corres- 
mding figure a year earlier and 1.9 per 
‘nt from the final three months of 1967. 
/An increase of over four per cent in total 
al demand provided evidence of a quick- 
‘ing in economic activity. This was reflected 
| significantly higher exports which were 
‘gely attributable to the considerable up- 
“ge in the U.S. economy. The rise of over 
lee per cent in Canadian final domestic 
lmand was also unusually high. Contribut- 
1; significantly were the increase in gross 
ied capital formation and the marked 
eleration in consumer spending. Almost 
1f of the increase in demand was met by 
ceign supplies, as total imports rose strong- 
yin line with exports. 

The percentage increases in total exports 
il imports of 8.8 and 10.4 per cent respec- 
ily were among the largest on record. In 
dition to the stimulus provided by buoyant 
“nomic conditions in the United States, 
“radian merchandise exports, especially of 
tor vehicle parts and of metals, were 
ped by special strike-oriented factors in 
t country. A sharp rise in the rate of 
estment in machinery and equipment con- 


uted to the increase in imports. In abso- 


8) 
n 
r 
u terms the deficit on current account (on 
ational Accounts basis) remained small 
e\tive to recent experience; it rose from 


12 to $396 million, entirely due to adverse 
avement in invisibles. 


struction 

ctham Building Guide recorded reduced 
ales for construction contract awards in 
Niario in May compared with last year. A 
ale of $216.9 million was 19.4 per cent 
enw the May 1967 value of $269.2 million. 
ts is largely a reflection of the signifi- 
arly reduced levels of residential, industrial 


and engineering construction activity. In 
May, for example, residential construction 
awards were $84.9 million, down $30.1 
million or 26.2 per cent from $115.1 million 
in May 1967. In the province both apart- 
ment and residence contract awards were 
lower by 40.6 and 10.2 per cent respectively, 
than in May 1967. In Toronto similar awards 
were lower by 49.7 and 7.1 per cent respec- 
tively for the corresponding period. Indus- 
trial awards were down 24.4 per cent as 
manufacturing and processing plant awards 
dropped by $12.5 million. Engineering 
awards dropped sharply by 24.6 per cent 
while business construction awards rose by 
21.3 per cent to $16.4 million. 

Large construction awards for the month 
of May, each valued at $1.0 million or more, 
totalled $97.9 million. Some are listed below. 

Despite the fact that total 1968 Canadian 
construction contract awards have estab- 
lished a new all-time record high for this five- 
month period, Ontario’s five-month perform- 
ance is down 5.3 per cent from the corres- 
ponding period in 1967. Cumulative gains 
have been recorded for four construction 
categories in all geographical regions of 
Canada except Ontario. In the January to 
May period this year, Ontario’s total con- 
struction awards reached $860.8 million, 
down $48.3 million from the same period in 


1967. Reduced total values were recorded in 
industrial construction awards, down 37.6 
per cent to $104.6 million and engineering 
awards, down 37.4 per cent to $121.8 mil- 
lion. Buoying up the overall total for the five- 
month period has been the significant 44.6 
per cent increase in total business construc- 
tion awards, rising from $72.2 million to 
$104.5 million and more moderate increases 
of 11.6 per cent and 11.7 per cent for resi- 
dential and institutional awards respectively. 

In residential construction activity the 
actual number of housing starts for the 
month of May totalled 8,578, a rise of 4.4 
per cent over the 8,213 units started in May 
1967. After allowing for seasonal fluctua- 
tions, May activity represented an annual 
tate of 63,200 units compared to 69,200 in 
April of this year. Housing starts in Ontario 
centres of 10,000 population or more were 
22,498 units for the year to date which is 
24.4 per cent higher than the 18,087 units 
started in the January to May period last year. 
May starts in Toronto at 4,313 brought the 
cumulative total to 12,238, 25 per cent 
higher than last year. The cumulative totals 
and percentage changes for other major 
centres in Ontario were as follows: Hamil- 
ton, 1,978 units, up 35.2 per cent; Ottawa, 
1,214 units, up 9.1 per cent; Kitchener, 
1,033 units, up 12.0 per cent; London, 1,279 


Large Construction Awards Placed Recently in Ontario 


Location $ Million Description 
Brampton 1.0 Bridge 

Cornwall cS Plant Addition 

Galt int Apartments 
Gloucester Twp. 1.2 Housing 

Hamilton 2. Apartments 
Hamilton 8.0 Schools 

London 13.6 Schools 

Oakville DiS? Apartments 

Ottawa 1.1 Public Bldg. additions 
Pickering 1.2 Pumping Station 

St. Catharines 2.0 Store 

Toronto (metro) 14.1 Apartments 

Toronto 92 Rapid transit projects 
Toronto 6.9 Sewage plant addition 
Welland 1.0 Office building 
Windsor 3.8 College building 


Various locations 19.9 


Source: Southam Building Guide. 


Provincial highway and 
bridge contracts 


The Ontario Economy 


awards dropped sharply by 24.6 per cent 
while business construction awards rose by 
21.3 per cent to $16.4 million. 

Large construction awards for the month 
of May, each valued at $1.0 million or more, 
totalled $97.9 million. Some are listed in 
the table on page 1. 

Despite the fact that total 1968 Canadian 
construction contract awards have estab- 
lished a new all-time record high for this five- 
month period, Ontario’s five-month perform- 
ance is down 5.3 per cent from the corres- 
ponding period in 1967. Cumulative gains 
have been recorded for four construction 
categories in all geographical regions of 
Canada except Ontario. In the January to 
May period this year, Ontario’s total con- 
struction awards reached $860.8 million, 
down $48.3 million from the same period in 
1967. Reduced total values were recorded in 
industrial construction awards, down 37.6 
per cent to $104.6 million and engineering 
awards, down 37.4 per cent to $121.8 mil- 
lion. Buoying up the overall total for the five- 
month period has been the significant 44.6 
per cent increase in total business construc- 
tion awards, rising from $72.2 million to 
$104.5 million and more moderate increases 
of 11.6 per cent and 11.7 per cent for resi- 
dential and institutional awards respectively. 

In residential construction activity the 
actual number of housing starts for the 
month of May totalled 8,578, a rise of 4.4 
per cent over the 8,213 units started in May 
1967. After allowing for seasonal fluctua- 
tions, May activity represented an annual 
tate of 63,200 units compared to 69,200 in 
April of this year. Housing starts in Ontario 
centres of 10,000 population or more were 
22,498 units for the year to date which is 
24.4 per cent higher than the 18,087 units 
started in the January to May period last year. 
May starts in Toronto at 4,313 brought the 
cumulative total to 12,238, 25 per cent 
higher than last year. The cumulative totals 
and percentage changes for other major 
centres in Ontario were as follows: Hamil- 
ton, 1,978 units, up 35.2 per cent; Ottawa, 
1,214 units, up 9.1 per cent; Kitchener, 
1,033 units, up 12.0 per cent; London, 1,279 
units, up 82.2 per cent; St. Catharines, 555 
units, up 28.8 per cent; and Windsor, 603 
units, up 17.3 per cent. 

Dwelling unit completions numbered 
3,835 in May, bringing the total to date for 
1968 to 19,408 —up 1.0 per cent for the 


January to May period of 1967. With the 
exception of Metropolitan Toronto all of the 
above-mentioned centres have had a greater 
number of housing completions this year. At 
May 31, 1968, there were 46,914 dwelling 
units under construction in urban Ontario, 
36.2 per cent more than the 34,448 units 
under construction one year earlier. 


Productivity Trends 

The Dominion Bureau of Statistics recently 
reported that during 1967, output per man- 
hour in the nonagricultural industries of 
Canada increased by 1.7 per cent over the 
preceding year. This was a smaller gain than 
the increase of 2.7 per cent recorded for 
1966. On an output per person employed 
basis, the gain was even less, at 1.3 per cent, 
because of the decrease in average hours 
worked which occurred. While in past years 
slackening productivity has generally seemed 
to accompany sharp rises in output and 
especially employment, the 1967 slowdown 
was associated with moderating growth rates 
for both these variables. 

As the most important single sector in the 
nonagricultural aggregate, manufacturing was 
largely responsible for the small productivity 
increase. The annual gain in output per man- 
hour decreased from 2.6 per cent in 1966 to 
1.4 per cent in 1967 in manufacturing, while 
the corresponding gains in output per person 
dropped from 2.0 per cent to 0.9 per cent. In 
the nonmanufacturing industries, output per 
man-hour increased during 1967 by 2.1 per 
cent, compared to 2.6 per cent in the pre- 
vious year, and output per person by 1.6 per 
cent, the latter rate being the same as in 1966. 

In 1966, the above-average crop in agri- 
culture had resulted in an unusually large 
productivity increase in that sector and con- 
tributed importantly to the 4.6 per cent and 
3.6 per cent increase in output per man-hour 
and output per person respectively for total 
industrial activity. In 1967, however, an 8.0 
per cent decrease in agricultural output and 
a simultaneous increase in labour input 
resulted in absolute decreases in agricultural 
productivity of 8.8 per cent for output per 
man-hour and 10.5 per cent for output per 
person employed. Consequently, for the 
commercial industries as a whole, the in- 
creases of output per man-hour and per per- 
son were 0.8 per cent and 0.2 per cent 
respectively. 


In the United States, output per perso 
employed in the total private economy dui 
ing 1967 increased by 0.2 per cent, that - 
by the same amount as in the corres 
ponding sector of the Canadian econom 
although the increase of 1.4 per cent in ou 
put per man-hour was somewhat larger tha 
in Canada, because of the greater decreas 
in average hours worked. However, the: 
figures reflect quite a different experienc 
vis-a-vis Canada in the industrial con 
ponents of the aggregate, particularly in th 
case of agriculture, where above-averas 
productivity gains of about 10 per cer 
occurred during 1967. 

In the private nonagricultural sector, © 
the other hand, last year’s increase of 0.9 px 
cent in output per man-hour was about ha 
the corresponding increase in Canada, ar 
output per person employed actually d 
creased by 0.3 per cent. Output per mai 
hour increases in the manufacturing ar 
nonmanufacturing sectors of the private U.) 
economy were 0.8 per cent and 1.1 per ce 
respectively in 1967 as against 2.2 per ce 
and 2.6 per cent in 1966. Output per pers 
in the manufacturing sector decreased by 0) 
per cent while remaining unchanged in t: 
nonmanufacturing sector in 1967. In 196 
these sectors experienced increases of 2) 
per cent and 1.7 per cent respectively. 


B and B’s Recommendations 
and Ontario 
The first volume of the Report of the Ro 
Commission on Bilingualism and Bicultur! 
ism called for official bilingualism in Onta: 
and New Brunswick and for the creation 
bilingual districts in eight provinces. O} 
British Columbia and Newfoundland wi 
exempted from this latter recommendation 

The first volume entitled “The Offic 
Languages” was released on December | 
1967. Its recommendations applied both 
the provinces and to the federal governme 
Among the provinces, Ontario and N 
Brunswick received the most attention: 
Commission recommended that both pr. 
inces recognize the English and French 1 
guages in their legislatures, public servi 
schools and courts. Of the 54 sugges) 
bilingual districts in Canada (that is, 
places where there is an official-langu: 
minority of 10 per cent), 43 are in Onta 
Quebec and New Brunswick. 


) When the Report was released, Quebec 
vas the only officially bilingual province. At 
he Federal-Provincial Conference of Prime 
Ainisters and Premiers held in Ottawa, Feb- 
uary 5 to 7, New Brunswick followed suit. 
Vhen New Brunswick passes its Official 
vanguages Acct this fall or early next year, 87 
er cent of all Canadians of French mother 
ongue will be living in provinces where the 
rench and English languages will be recog- 
ized in statutes. 

The Commission also said that Manitoba 
f 61,000 French-speaking _ residents 
‘cording to the 1961 census) and Nova 
lotia (with 40,000) “may of their own voli- 
on even wish to become officially bilingual 
rovinces.” Other provinces could become 
ilingual as soon as their language minority 


i 
hi 


saches 10 per cent of the population, the 
‘eport recommended. 

‘In the officially bilingual provinces, the 
‘eport suggested: (1) that both English and 
trench be used in the debates of the legisla- 
tres and in legislative publications; (2) that 
jdicial services be provided in both lan- 
flages, including appeals to higher courts; 
() that education be provided in both lan- 
flages; (4) that municipal governments 
lake administrative services available in 
bth languages; and (5) that all government 
<fices in bilingual districts be staffed with 
bth English and French-speaking personnel. 


(1tario’s Position 

(atario’s sympathy with most of the recom- 
rendations was apparent even before the 
feport was released — as was evident at the 
ynfederation of Tomorrow Conference. On 
Le 5, during the opening session of the 
Onstitutional Conference, Prime Minister 
Jhn Robarts expressed Ontario’s position, 
“Ve endorse the guiding principle and spirit 
© the first volume: that both official lan- 
gages be recognized wherever the minority 
imumerous enough to be viable as a group.” 
However, he emphasized (as did the 
port) that an “officially bilingual province” 
di not mean that everybody in the province 
wuld speak or would have to speak two 
laguages. Only the major public institutions 
wuld provide bilingual services to citizens, 


| 
| 
| 
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most of whom could and would likely be 
unilingual. 

Mr. Robarts announced he would propose 
by resolution at the February opening of the 
Ontario Legislature that any member should 
have the formal right to address the Legisla- 
ture in either English or French. He also 
announced that selected civil servants would 
be given French-language training; that all 
correspondence received in French would be 
answered in French; that field offices of Gov- 
ernment departments in French-speaking 
areas would be encouraged to provide ser- 
vices in French; and that the Government 
would expand its translation bureau. 

In municipal administration, he stated, the 
use of both English and French would be 
encouraged in French-speaking areas by such 
steps as: 


e the employment of bilingual staff; 


e the provision in both English and French 
of assessment notices, water bills, voters 
lists, etc.; 


the design of road and traffic signs that 
could be readily understood by every- 
one; 


e the amendment of the Municipal Act so 
that a record of council meetings could 
be kept in French as long as English 
translations were available for use in the 
courts or before the Ontario Municipal 
Board; 


e the investigation of feasible ways to re- 
imburse cooperating municipalities for 
such extra expenses as might be involved 
in providing bilingual services. 


In the administration of justice Mr. 
Robarts stated that Ontario would examine 
the possibilities of meeting the expenses in- 
curred for appropriate interpreters and trans- 
lation services in any pleading or process 
before courts under provincial jurisdiction. 
The use of bilingual court documents in areas 
with sufficient French-speaking residents 
would also be studied. And, in education, he 
had already announced on August 24, 1967 
that French-language secondary schools 


‘ 


would be established within the public school 
system. 

Finally the Prime Minister reported that 
his Government had established four task 
forces — each to investigate the feasibility of 
implementing the recommendations of the 
B & B Report concerning (a) the administra- 
tion of justice; (b) the Legislature and proy- 
incial statutes; (c) municipal administration; 
and (d) the provincial public service. 


Progress Since February 5 

Since the enunciation of the Ontario position, 
the four task forces have been meeting. They 
are composed of officials from the depart- 
ments concerned and from the Federal- 
Provincial Affairs Secretariat of the Treasury 
Department. The Secretariat is responsible 
for coordinating the work of the four task 
forces which will submit their reports to the 
Prime Minister during the summer. Further 
investigations are likely to be undertaken on 
other aspects of this first volume: for ex- 
ample, on the question of bilingual districts 
and on the contents of other volumes of the 
Report which will be published over the next 
year. 

Legislation to establish French-language 
secondary schools was introduced in the 
Ontario Legislature on May 30 by the Mini- 
ster of Education who said: “With the crea- 
tion of French-language schools at the 
secondary level, there will be assured to 
every French-speaking student in the prov- 
ince the opportunity to receive his education 
from kindergarten through university . . . in 
the language of his choice.” 

An important step taken at the Constitu- 
tional Conference in February was the con- 
sensus on language rights. Both the provinces 
and the federal government recognized that. 
French-speaking Canadians outside of Que- 
bec should, as a matter of equity, have the 
same rights as English-speaking Quebecers 
in Quebec. They also agreed that govern- 
ments should act to ensure these rights. An 
Official Languages sub-committee of the 
Continuing Constitutional Conference has 
been established to discuss methods of imple- 
mentation and possible constitutional amend- 
ment. 
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MAIN CHARACTERISTICS OF 
POTATO GROWING IN ONTARIO 
Potato growing in Ontario occupies a rela- 
tively minor position in the agriculture of the 
province although Ontario annually supplies 
a significant proportion of Canada’s total 
potato production. In 1966, 18.3 per cent of 
total Canadian potatoes were produced in 
Ontario, while the Maritime provinces — tra- 
ditional potato growers — together accounted 
for 47.9 per cent. In terms of acreage, On- 
tario had 52,100 acres, or 16.2 per cent of 
the Canadian total under production in 1966 
compared with 38.3 per cent for the three 
Maritime provinces. However, in terms of 
total agricultural cash income in Ontario the 
contribution of potatoes was only 1.9 per 
cent in 1966. The comparable figure for the 
Maritimes was 20.6 per cent. In Prince Ed- 
ward Island potatoes accounted for 32.8 per 
cent of total agricultural cash income. 


Potato Acreage, Canada and Ontario 
1961-1966 


Canada! Ontario Ontario 
Thousands Thousands Per Cent 
Year of acres of acres of Canada 
1961 305.7 Silk 16.9 
1962 288.1 49.9 7S 
1963 285.4 SO ao 
1964 281.2 53.0 18.9 
1965 298.8 56.0 18.7 
1966 319.0 Sheath 16.3 


1Excludes Newfoundland, Yukon and the 
Northwest Territories. 

Source: DBS and Canada Department of Agri- 
culture. 


Potato Shipments to Ontario from Other Provinces, 1965 and 1966 


1965 1966 
Shipments From 000’s cwt. Per Cent 000’s cwt. Per Cent 
Prince Edward Island 2,230 (65g | 2,022 65.8 @ 
New Brunswick 1,118 337) 980 31.9 @ 
Quebec TA Os, 42 1.4 
Manitoba 4 0.1 10 0.3 q 
Alberta 1 u 19 0.6 @ 
Total Shipments to Ontario 3,424 100.0 3.070 100.0 


i __ 


1Less than 0.05 per cent. 


Note: A comparable breakdown by provinces for earlier years is not available. 


Source: Ontario Food Council. 
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Despite the fact that Ontario produces a 
respectable share of Canada’s total potato 
production, the province is not self-sufficient. 
From 1961 to 1966, 18 to 26 per cent of the 
total quantity of potatoes used in Ontario 
came from other provinces, mainly the Mari- 
times. According to the Ontario Food Coun- 
cil, Prince Edward Island accounted for 65.8 
per cent and New Brunswick for 31.9 per 
cent of total volume of potatoes moved to 
Ontario’s markets from other provinces. 
Maritime potatoes enter the Ontario market 
in late October and over the following months 
gradually occupy a more significant position. 

Most potato imports are from the United 
States and consist of tablestock and proces- 
sing potatoes. The bulk of imports are early 
potatoes which enter Ontario before the 
province’s new potatoes are ready for the 
market in large volume. From 1961 to 1966 
imports made up 2.3 to 5.8 per cent of total 
potatoes used in Ontario. Exports and ship- 
ments to other provinces are insignificant. 
The majority of Ontario potatoes are con- 
sumed within the province. 


Requirements for Production 
The successful production of potatoes re- 
quires both special soil and climatic condi- 
tions. Potato production is thus concentrated 
in areas where these favourable conditions| 
prevail. The type of soil in which potatoes: 
are grown may affect dry matter content of 
tubers because of the water-holding capacity, 
drainage, aeration, structure, temperature 
and fertility. Any of these factors could cause: 
differences in the dry weight of potatoes. 
The ideal potato soil is a rich, deep, well: 
drained, medium loam, free from stones 
moderately acid (pH 4.8 to 6.5) soil contain: 
ing adequate organic matter. Such a soi! 
warms up quickly in the spring and has ¢ 
high natural fertility and water-holding ca) 
pacity, plus good aeration for the develop) 
ment of the tubers. ; 
This does not mean that other soils are no’ 
suited for potato production. However, th) 
use of soils which are too coarse or too fin | 
in texture will lead to difficulties in som’ 
years. Very coarse soils dry out too much 1) 
dry years, delaying germination, reducin 
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Farm Cash Income, Total and from Potatoes, Canada and Provinces, 1961-1966 


Canada 
Year Total Potatoes 

$000 $000 
1961 2,926,061 46,409 
1962 Bh FAM 45,932 
1963 Sw 65.0) 49,882 
1964 3,499,373 64,909 
1965 3,818,281 104,311 
1966 AQD1355 15 80,501 


Ontario Maritimes 

Per Cent Total Potatoes Per Cent Total Potatoes Per Cet, 
of Total $7000 $’000 of Total $7000 $7000 of Tota 
1.6 874,110 12,682 eS 109,035 14,613 13.4 | 
1.4 924,199 12e520 1.4 111,989 15,599 13.9 
1.6 996,936 13,974 eA: 113,599 19,041 16.804 
1.9 1,020,275 14,875 ih) 125,651 29,542 235 
Del 1,103,964 25,413 23 2 oS 46,359 30.4 
1.9 1,241,915 B3Orll 1.9 146,590 30,233 20.6 


Source: DBS and Canada Department of Agriculture. 
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otato Production, Canada and Ontario, 1961 to 1966 


Canada! Ontario Ontario 
ear 000’s cwt. 000’s cwt. Percentage 
| of Canada 
1 
61 44,108 9,819 228 
162 46,671 9,581 20.5 
163 45,809 9,792 21.4 
64 47,733 10,494 22.0 
165 46,472 10,584 22.8 
166 54,679 10,003 18.3 


xcludes Newfoundland, Yukon and the Northwest Territories. 


surce: DBS and Canada Department of Agriculture. 
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rid and stunting top growth. Because of 
Is reduced top growth, weeds grow uncon- 
iIled and soil temperatures rise to the point 
ere after-cooking darkening is encouraged 
i increased respiration in the tubers causes 
Oss of dry matter. Most Ontario potatoes 
| grown in relatively coarse textured soils 
1 when well managed, produce high yields. 
ese soils are also well suited to mechanized 
(ato production. 
“ine-textured soils tend to remain cold 
| wet in the spring, causing seed pieces to 
in the ground. Compaction later in the 
son often causes misshapen tubers and 
1iculties at harvest time. 
*resent commercial varieties are derived 
M species originating in the mountainous 
‘ons of Chile in South America. The 
rwing season at these high altitudes has 
\derate temperatures and long days, con- 
ins which are found in the main potato- 
rwing districts of Southern Ontario. 

i mean daily temperature of 65° to 70°F. 
ung July is considered best for highest 
els, together with a rainfall of one inch per 
ck throughout the growing season. Lack 
| dequate moisture in July and early Aug- 
{$s usually the most serious factor limiting 
9\to production in Ontario. 

otato yields in Ontario have dramatically 
jnded during the 1911 to 1965 period. 
lds began to rise in the late thirties and 
‘ continued to do so at an accelerated 
4¢ since 1950. Potato yields in Ontario 
itass the Canadian average. 

[though three-quarters of Ontario pota- 
€ are sold as table potatoes, the share of 
{toes used for processing is steadily rising. 
he Ontario potatoes used for processing 
cunted for only 8.6 per cent of total 
tto production in the province in 1960, 


the figure for 1966 rose to 17.9 per cent. 
And the trend is upwards. The chief forms of 
processed potatoes at present are: potato 
chips, frozen french fries, dehydrated (flakes, 
granules) and pre-peeled potatoes. 


Potato Yield per Acre, 
Canada and Ontario, 1961 to 1966 


Year Canada! Ontario 
cwt. cwt. 
1961 144.3 190.7 
1962 162.0 192.0 
1963 160.5 192.0 
1964 169.7 198.0 
1965 155.5 189.0 
1966 WZ 192.0 


1Excludes Newfoundland, Yukon and the 
Northwest Territories. 

Source: DBS and Canada Department of A gri- 
culture. 


The marketing of potatoes for processing 
has become very organized because most 
processors make contracts with growers 
(before the crop is sown) to buy their entire 
crop. Thus the grower is assured of a market 
and the processor of shipments of the quality 
required. Some processing companies grow 
a part of their own requirements. Some pur- 
chases are also made on the open market. 


MARKETING TABLE POTATOES 

IN ONTARIO 

Experts estimate that 70 to 75 per cent of 
Ontario-grown potatoes are sold as table 
potatoes. In the past decade the marketing of 
table potatoes in Ontario has undergone 
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many changes due to the increasing scale of 
operation (both at farm level and at the retail 
trade level), the improvement in farming 
technology and the development of more 
rapid and efficient transportation and commu- 
nication services. Other important changes 
include the growth of supermarkets, which at 
present cover an estimated 60 to 65 per cent 
of total table potato sales at retail level, and 
the development of packing techniques. 

An analysis of potato marketing in On- 
tario indicates that a limited number of 
grower-packers who sell exclusively to chain 
stores operate well-mechanized 800-1,000 
acre farms. These grower-packers have an 
assured market for their product. But many 
other farmers have no connection with cor- 
porate chains and have to market their prod- 
uce through these large grower-packers. This 
situation leads to varying degrees of depend- 
ence upon these large grower-packers and, 
indirectly, upon chain stores. 


Marketing Table Potatoes at Farm Level 
The system of marketing table potatoes at 
the farm level varies considerably, depending 
upon size of operation, location, personal 
ability and inclination of the grower. 


(a) A small-scale grower (less than 50 acres) 
usually has no more than a one-row 
potato digger. He fills 75 lb. bags on the 
field and sells directly to the trucker. 


(b) The same type of grower delivers the 
potatoes in bulk to his farm storage 
(which is usually a converted barn), pro- 
vides some grading and sells his produce, 
as a rule, in 75 Ib. bags to the trucker, 
or local stores. 


(c) In another frequently used method, the 
grower delivers and sells his produce to a 
packing station (usually farmer-owned) 
where the potatoes will be graded and 
packed in 10, 25 and 50 lb. bags. 


(d) Farmers’ markets also have some import- 
ance in potato marketing. The largest of 
these farmers’ markets is located at the 
Ontario Food Terminal and provides 
parking and selling space for 350 vehi- 
cles. Most of the produce sold on the 
Toronto farmers’ market originates with- 
in a 50-mile radius of the market, but 
occasionally growers come from as far 
as Leamington. In 1963, the estimated 
3,280 tons of potatoes sold on the farm- 
ers’ market of the Ontario Food Terminal 
represented six to seven per cent of total 
potatoes grown in the province. 


| | 


The possibilities in selling potatoes are 
even more numerous. Larger growers have 
their own grading stations and sell their 
produce in 10, 25 and 50 Ib. bags to local 
independent grocers and small chain stores. 

One of the largest potato growers in the 
province, with an area of 700-800 acres, has 
his own sales organization with a full-time 
sales manager and storage facilities for 
320,000 (75 lb.) bags. This operator washes, 
packs and sells his own produce directly to 
chain stores, dealers and institutions. 


Marketing Co-operatives in Essex County 

In Essex County, especially in the area adja- 

cent to the shore of Lake Erie, the early 
springs facilitate the production of a variety 
of early crops. The shipment of early pota- 
toes in the Harrow-Leamington area usually 
ommences in July — several weeks before 


commences in July several weeks before 7 OE 


MAJOR POTATO GROWING AREAS IN ONTARIO 


“ 
age) NIPISSING 


Potato Growing Area 


Processing Plant 


y Economic Region Boundary 


Wholesale Prices of Early Potatoes in 
Leamington Area, June 30 to Sept. 7, 1966 


Priceker 
Date 25 lb. Bag! 
1966 $ 
ee eS ee 

June 30 2.50 

July 8 225 

July 15 NGS) 

Aug. 3 ‘75 

Aug. 23 1.70 

Sept. 7 1.65 


a ee 
1Less 10 per cent commission to broker and 35¢/ 
75 lb. bag transportation costs to Toronto. 
Source: Local growers. 
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other potato-growing areas in the province, 
Time is the major factor affecting prices 
this period of the year. From June to Septer 
ber 1966 the wholesale prices of early pot, 
toes in the Leamington area varied fro 
$2.50 to $1.65 for a 25 Ib. bag. 

Growers in this area complain that pote! 
growing is seriously hindered by the unc 
ganized character of the market and ins) 
bility of prices. Supply of produce var 
unpredictably from day to day in response | 
weather conditions. Early potatoes bei 
perishable, an increased supply over a peri. 
of a few days quickly translates itself int¢ 
downward pressure on prices. As alrea 
mentioned, processing potatoes are generé 
grown under contracts written betwi 
growers and processors in advance of pla. 
ing. Early potatoes, on the other hand, 
subject to abrupt changes in price behavii 
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otato Marketing in Ontario 


even within a week — that can result not 
aly from the erratic local supply but from 
e€ seasonally oriented demand, and from 
e competition of other potato growing 
eas (especially Port Stanley). In addition 
ere is the large unknown factor of U.S. 
,ports. During 1967 Virginia potatoes were 
ought on the market a month before the 
sex potatoes. 

The marketing co-operatives in the area 
p improve the marketing situation to a 
ttain extent. The potato growers’ co-opera- 
'e in Harrow, for example, acts on behalf of 
growers who represent the majority of 
val potato growers. 

The services of the major co-operative in 
“sex County include the grading, packing 
d merchandising of potatoes. Toronto (60 
tr cent of total sales), Halifax (20 per cent) 
d Montreal (15 per cent) constitute the 
‘in markets. A small volume of the balance 
sold to truckers. In the main season — July 
‘September — the co-operative contacts the 
‘jor customers daily, obtains information 
prices and demand, and advises the grow- 
/as to the required volume of shipments to 
central warehouse. 

n the Leamington area another co-opera- 
» Operates in a similar way. However, this 
‘Operative represents only a minority of the 
al potato growers. There are 10 private 
(pers in the area, working independently 
on behalf of chain stores and major dealers 
| stores. There is keen competition on the 
il market. Sometimes six of the 10 ship- 
€s may contact the same broker or dealer in 
tonto and, conversely, several farmers 
ny attempt to sell their produce to the same 
hyper. This two-way competition generally 
eilts in depressed prices. It only requires 
1 local grower, willing to sell at a price 
yer than all others, to establish a price for 
nwhole local market. 


(keting Group in 

‘ct Stanley Area (Elgin County) 

Tre are approximately 25 potato growers 
vthe area of Port Stanley, Union and 
\\mer, growing a total of 1,000 to 1,200 
'S Of potatoes. The bulk of the area’s 
Oitoes is marketed between mid-July and 
aly August, that is, two to three weeks 
3 than the Essex potatoes, and a few 
eks earlier than the remainder of the prov- 
1<. This situation offers a definite advant- 
2 to the local growers: they sell some 60 
el bent of their produce on the fresh market, 
ree the balance goes to processing com- 
a 
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One of the leading potato growers of the 
area operates a 300-acre farm and acts as the 
local potato growers’ representative. He sells 
his own and a great amount of local potatoes 
to major dealers, and to chain stores through 
brokers. 


Packing Houses 

An estimated 50 to 55 per cent of the total 
volume of Ontario-grown table potatoes is 
sold to packing houses also known as grading 
stations. Two-thirds of this volume is handled 
by five or six major operators with a plant 
capacity of 5,000-10,000 (75 lb.) bags each 
per week. 

Most packing houses (small and large) are 
owned by individual potato growers who uti- 
lize them for their own produce, and also 
for handling potatoes purchased from other 
growers. 

The services of the packing houses include 
grading (under the supervision of a govern- 
ment inspector), packing in 10, 25, 50 and 
75 |b. bags, and selling. Generally, the major 
packing houses serve regular customers. 
Volumes required by buyers are conveyed 
weekly, whereas prices fluctuate on a day-to- 
day basis. The customers of the packing 
houses are brokers, dealers, institutions and 
— probably most important — the chain 
stores. 

One of the major packing houses has one 
large grading unit, employing 30 workers 
from August to early November. The com- 
pany owns and operates a 500-acre potato 
farm and also has financial control over a 
neighbouring farm of similar size. These two 
farms provide about half of the total volume 
handled and sold by the company, while the 
balance is purchased from 15 to 18 Ontario 
growers. The company also sells P.E.I. pota- 
toes during the winter. This packing house 
supplies directly to chain stores, to a dealer 
in Northern Ontario and to potato processors 
on a minor scale. Another major grower- 
packer sells to two customers only — both 
corporate chains. The company grows about 
1,000 acres of potatoes, operates controlled 
temperature warehouses, possesses its own 
shipping fleet of 24 delivery trucks, and pur- 
chases, handles and resells Ontario and 
P.E.I. potatoes. A third large packing com- 
pany represents a border case between the 
grower-packer and the vertically integrated 
operator. It owns and operates a 300-acre 
farm and produces potatoes on some 100 
acres. In addition, the company operates a 
potato chip plant and acts on behalf of a 
corporate chain as packer-dealer. 


Truckers 

The trucker makes his purchases directly 
from the farmer and usually follows his own 
schedule. He sells the produce to institutions, 
restaurants, independent grocery _ stores, 
wholesalers and, occasionally, at the farmers’ 
market in Toronto. 


Primary Wholesalers 

Primary wholesalers are initial recipients of 
produce in the market. There are only five 
primary wholesalers in the province special- 
izing in potatoes.! 

One of the largest independent firms in 
this category purchases potatoes from truck- 
ers at the Ontario Food Terminal or buys 
them directly from growers, occasionally on 
a commission basis. In October, the firm be- 
gins to sell P.E.I. potatoes at an increasing 
rate. By November, no Ontario potatoes are 
sold at all. Each week, the firm serves ap- 
proximately 300 customers, such as_ indi- 
vidual grocery stores, secondary wholesalers, 
hotels and other institutions — and occasion- 
ally chain stores. 

Another wholesale firm has a Toronto- 
based head office and 26 branches through- 
out Ontario. The central office issues daily 
market bulletins indicating price quotations, 
but the local branches hold the authority to 
buy directly from growers and sometimes 
from dealers. The branches purchase pota- 
toes already graded and packed. In order to 


work efficiently they prefer to contact rather 


large-scale growers who are able to deliver at 
least a truck-load of potatoes. Their cus- 
tomers tend to be individual retailers, institu- 
tions and small chain stores. 


Dealers 

Dealers sell potatoes to retail stores (indivi- 
dual and chain stores). Five of them are 
located at the Ontario Food Terminal, and a 
further six in other parts of the province 
(London, Hamilton, Oshawa, Shelburne). In 
addition, a large number of local shippers 
who buy potatoes directly from growers and 
sell to chain stores, large dealers and truckers, 
etc., may be classified in this category. 

The marketing pattern and size of opera- 
tion of the potato dealers vary considerably. 
For example, one dealer at the Ontario Food 
Terminal usually sells to chain stores and 
independent retailers, and purchases directly 
from growers. At present, the company has 
about 20 grower-contacts in Ontario. These 
growers are generally small-scale operators 
with 10 to 20 acres of potatoes. 
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14 great number of small firms purchase 
most of their produce from 


primary wholesalers. 


Another important dealer, operates on a 
much larger scale, receiving potatoes in the 
following areas: 

(a) Leamington (from local shippers); 

(b) Ridgetown (from local dealers); 

(c) Port Stanley (from local growers); 

(d) Burford (directly from farmers); 

(e) Grand Bend (from its own packing 
house); 

(f) Ancaster (from a local grower with 600 
acres of potatoes). 


The customers of this dealer comprise 
chain stores in the London-Kitchener- 
Brantford area. The company buys huge 
amounts of potatoes in bulk, which are 
graded and packed in its own packing houses, 
located in London and Grand Bend. 


Brokers 

The five brokers specializing in potatoes 
have their offices at the Ontario Food Ter- 
minal. Brokers arrange transactions, on a 
commission basis, between buyers located 
primarily in Toronto, and shippers and 
growers from various areas, including the 
Maritimes. Their most important clients are 
chain stores, which represent 60 to 70 per 
cent of the total volume of transactions. 
Brokers normally prefer to deal with shippers 
and only secondarily with large-scale 
growers. 

Usually produce buyers of the chain stores 
contact the brokers, indicating the required 
volume over the next two to three days. 
Chain stores may or may not specify the 
purchase price in advance. The next step is 
for the brokers to contact local shippers and 
growers, after which they report back to the 
chain stores, and again to local shippers, 
growers, etc. 

Such an operation requires experience, 
flexibility and speed on the part of the 
broker. Sometimes they contact their clients 
(buyers and sellers) several times, with alter- 
native offers for concluding a deal. 


Corporate Chains and Voluntary Groups 

In 1966 chain stores accounted for 53.4 
per cent of total annual sales of grocery and 
other food stores in Ontario. At present, the 
corporate chains and voluntary groups sell 
an estimated 60 to 65 per cent of the total 
volume of table potatoes in Ontario. This 
estimate may vary among experts, but all 
agree that corporate chains and voluntary 
groups have an important influence not only 
over the retail trade but also over the agri- 
culture sector. The impact on the structure 


Annual Sales of Grocery and Other Food Stores, Ontario, 1961 to 1966 


Year Chain Stores Independent? Total Sales 
$ Million Per Cent $ Million Per Cent $ Million Per Cent 
eee 
1961 867 529 ae. 41.1 1,639 100.0 
1962 887 BP ee 809 47.7 1,696 100.0 
1963 947 5248 848 47.2 1,795 100.0 
1964 1,008 53.0 892 47.0 1,900 100.0 
1965 1,096 54.3 923 45.7 2,019 100.0 
1966 1,146 53.4 1,002 46.6 2,148 100.0 


Including voluntary groups (1.G.A., Red & White, etc.) in Ontario. 


Source: DBS, Retail Trade. 


/ 


eee SSS SS 


and prospect of potato growing in Ontario is 
clearly identifiable. For this reason, the pur- 
chasing and merchandising patterns of the 
chain stores and voluntary groups will be 
analysed in some detail. 

Present analysis includes several corporate 
chain store organizations and one wholesale 
firm that serves affiliated independent retail 
outlets. Most of these firms have warehouses 
in Metropolitan Toronto to serve retail out- 
lets both in the metropolitan area and in 
other parts of the province. 

The purchasing pattern of corporate chains 
and voluntary groups varies significantly 
among the individual firms as regards the 
quantity of produce acquired. The purchas- 
ing pattern of individual firms can take any 
of the following four forms. 

(a) The purchasing and merchandising of 
one of the largest corporate chains is almost 
completely centralized. The chief produce 
buyer takes orders from the retail outlets in 
Toronto and from the remainder of the prov- 
ince two or three times a week. Approxi- 
mately 90 per cent of the required volume of 
Ontario potatoes is delivered by a single 
packing house, and the rest by another large- 
scale packer. During the winter season, 
Maritime potatoes are purchased through 
brokers. 

Potatoes are usually delivered to the cor- 
porate chain’s central warehouse already re- 
graded and packed and are subsequently 
shipped to retail stores in Toronto and other 
parts of Ontario. Some local stores are 
authorized to purchase directly from growers 
and dealers at a price suggested by head 
office. 

(b) Another corporate chain has several 
geographic divisions in Ontario. The produce 
department of the Toronto division acquires 
about 90 per cent of total requirements (both 


Ontario and Maritime potatoes) from a large 
grower-packer, and another packing finr 
delivers the balance. The chain’s other divi 
sions purchase potatoes from local growers 
packer-growers and from local dealers. As ¢ 
general rule, all the divisions of this chair 
prefer to contact large-scale growers, packer) 
and dealers. 

(c) A third corporate chain follows a dif 
ferent procedure again. This company has n¢ 
permanent suppliers. Shifting from one are; 
of the province to another, the produce buye; 
acquires potatoes on a daily or weekly basis 
contacting several brokers, dealers, whole 
salers and packers. It appears, however, tha 
two major distributors are the most import, 
ant contacts. The chain operates a warehous) 
for grading and packing potatoes. Some ¢ 
the potatoes are shipped directly to reta 
outlets. Two other chain stores were foun, 
to have very similar purchasing and distr, 
bution practices. 

(d) Included in this study was a larg 
wholesale firm that serves affiliated retail ow 
lets. Both purchasing and distribution operé 
tions of this firm are centralized. Potatoc 
purchased by the central office are shipped 
the central warehouse. After re-grading an 
packing into 5, 10, 15, 25 and 50 lb. bag 
the produce is delivered by trucks owned t) 
the company to the local stores. | 

This firm acquires Ontario potatoes from) 

(i) Leamington (two or three local shippe | 

working for the company); | 

(ii) Port Stanley (through brokers); 
(iii) Alliston-Beeton area (major packit, 
houses); 


(iv) Ancaster (a large-scale grower); and | 
province. 

(v) occasionally from other parts of t) 
province. 


Potato Marketing in Ontario 


In addition, the company operates a packing 
house not far from Toronto, which buys 
Ontario potatoes on a small scale. 


Effect of Corporate Chain Stores 

on Farm Prices of Potatoes 

The marketing pattern of Ontario potatoes 
at farm level follows a well-known course. 
During late June and early July, when 
growers commence their harvesting of early 
potatoes, prices reach maximum levels. As 
the harvest proceeds in Port Stanley, Ancast- 
er and Alliston, supply increases, prices 
decline and drop to a minimum by late fall. 
Weather conditions, yields and fluctuations 
in potato acreage may modify this pattern to 
a certain extent. 

By this time, the bulk of Ontario potatoes 
is usually sold. The farmers place the unsold 
potatoes in storage. In October, Maritime 
potatoes enter the Ontario market and grad- 
ually secure a dominant position. Many 
retailers and consumers prefer Maritime 
especially P.E.I.) potatoes to Ontario prod- 
ice, which reappears in small quantities in 
fanuary. 

There are some 1,400 potato growers in 
Dntario and several hundred buyers (truckers, 
vholesalers, dealers, etc.). One would, there- 
ore, expect that the establishment of potato 
irices represents an exemplary case of the 
teraction of supply and demand through 
ree competition. This assumption may also 
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arm Prices of Middlesex Potatoes 
Hhtario No. 1) 


1951-1955 1961-1965 

Average Average 
$/cwt. $/cwt. 
a 
tats 237 2.23 
bruary 22? 232 
larch 23 2.23 
Aoril 3.07 2.38 
Tay 372 2.17 
Jne 3.38 3.00 
Jly See n.a. 
‘Aigust 7g | OF, 
Sotember 223 1.79 
Ctober 2.15 1.84 
vember 2.38 2.01 
Ucember 2.35 2.06 

| 


| 
Surce: Ontario Department of 
(i icaeare and Food. 
Cn 


be supported by the farmers’ market proceed- 
ings at the Ontario Food Terminal. A varying 
number of farmers and truckers offer their 
produce to individual grocers, pedlars and 
other buyers. Price is therefore established as 
a result of direct negotiations between buyers 
and sellers. 

The wholesale price of potatoes is fixed at 
the Ontario Food Market in a similar way. 
Buyers check and compare the offers of a 
number of wholesalers and, as a rule, the 
lowest-priced tentative deal determines the 
daily wholesale price. Prices quoted at the 
Ontario Food Terminal significantly in- 
fluence prices across the province. In Leam- 
ington and other areas local shippers, 
dealers, packers and large-scale growers 
sell potatoes to retailers, institutions and 
chain stores, directly or through other dealers 
and brokers. As has been demonstrated 
already, many of these intermediaries work 
directly or via other agents on behalf of the 
corporate chains, following the purchasing 
and pricing policies of the latter. Other inter- 
mediaries, who sell to independent grocers, 
institutions, etc., have to adapt themselves to 
the price leadership of the major buyers in 
order to keep themselves and their clients 
competitive. 

From the point of view of most growers 
and small retail outlets the marketing pattern 
of potatoes appears unorganized, inefficient, 
overlapping and sometimes even chaotic. In- 
dividually, they are not in a position to play a 
part in the determination of prices. Although 
the corporate chains also have to take into 
consideration the general supply-demand 
situation, weather conditions, etc., the pre- 
vailing high level of concentration enables 
them to influence prices through a selective 
purchasing policy. (We have already men- 
tioned that corporate chains handle 60 to 65 
per cent of total potato sales in Ontario.) 
The chain stores will not buy at a price 
higher than what they consider acceptable 
and they are in a position to influence prices 
because of the volumes they purchase. An- 
other prominent element in the pricing pro- 
cess is the system of ‘special or feature’ 
sales, through which potatoes purchased at 
depressed prices are marketed. Independent 
stores must follow these established prices in 
order to remain in business. 

Each day the produce manager of a cor- 
porate chain calls the Ontario Food Termi- 
nal, the wholesalers and brokers to obtain 
information on prices. He gathers infor- 
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at the various large packing houses and notes 
the retail prices of other corporate chains and 
their specials. The manager calculates the 
exact amount of potatoes required by the 
retail outlets of his company. After con- 
sidering all these factors, he decides whom 
to contact and at what price level to purchase. 
The corporate chain is infinitely better in- 
formed than a grower with, for example, 50 
acres of potatoes, and is evidently in a much 
more flexible position; it has multiple choices, 
and fully comprehends that the huge volume 
of potatoes required by its organization is 
much too important to be neglected, even if 
the purchase price offered is lower than the 
wholesale price at the Ontario Food Ter- 
minal. Corporate chains, as a rule, offer lower 
than the wholesale price but they never go 
higher. In this rather indirect fashion, Toronto 
wholesale prices have some influence on pric- 
ing policies practised by corporate chains. 

As previously shown, some corporate 
chains acquire their potatoes almost exclu- 
sively from one major packer-grower. The 
produce buyer gathers his information on the 
overall situation and purchase prices are 
established accordingly. However, in this 
particular case, the exclusive packer-grower 
is in a position to shift the effects of low prices 
on to his grower-suppliers. 

The present state of affairs, involving only 
a few buyers who control a large proportion 
of the market; is known as oligopsony. This 
results in price leadership from the buyers’ 
side. These large buyers decide upon the 
prices they are willing to pay and other 
buyers conform. Potato growers are econo- 
mically divided: most of them are weak; 
they sell perishable products and, therefore, 
their bargaining position is unfavourable. 
Consequently, potato marketing, which 
appeared on the surface to, represent an 
exemplary case of free competition (a great 
number of buyers and sellers) is, in fact, 
dominated by a few large and powerful 
corporations. 


Effect of Market Structure on the 

Potato Growing Industry 

The detailed analysis of potato marketing has 
already indicated that a limited number of 
large grower-packers, who sell exclusively to 
chain stores, operate 800-1,000 acre potato 
farms. These farms are well mechanized and 
apply modern production methods. These 
large grower-packers have secured a market 


| mation on the volume of potatoes available for their produce and are also relatively well 
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MAJOR CORPORATE CHAIN STORES AND THEIR MAIN POTATO SUPPLIERS 
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I — Manufacturer & Packer V 
Il — Grower (1,000 acres) & Packer VI 
Lite—ackon 


IV = Dealer 


protected against the adverse consequences 
of price fluctuations. They profit as farmers 
from high potato prices, and when potato 
prices are low at farm level, they can still 
obtain some gains as packers of their own 
and purchased potatoes. Many other farmers 
have no access to, or connection with, cor- 
porate chains. These farmers have to market 
their produce through these large grower- 
packers. This situation eventually leads to 
varying degrees of dependence upon these 
large grower-packers and, indirectly, upon 
the chain stores. 

Some large, independent growers, with 
several hundred acres of potatoes, sell high 
quality, well-graded potatoes directly to 
wholesalers, institutions and occasionally to 
chain stores. These growers have invested 
heavily in machinery, equipment and storage 
facilities, and are very sensitive to the uncer- 
tainties of the market. This group of large- 
scale independent growers favours collective 
action: the establishment of a potato market- 
ing board for regulating prices and perhaps 
even the volume of production. 


Lat) 


Chain Stores 


Potato Suppliers 


VIL = Grower (600 acres) 


VILL = Grower (800 acres) 


Another category of grower consists of 
those who produce both table and processing 
potatoes. These growers operate well mechan- 
ized, relatively large farms of 100 or more 
acres of potatoes. Partial protection against 
price fluctuations of table potatoes is pro- 
vided by processing contracts.” 

Smaller potato growers (with less than 100 
acres of potatoes) usually tend to be mixed 
farmers. In general, their potato acreage is 
too small to allow the economical use of 
special equipment and modern storage faci- 
lities. In the field of marketing, small potato 
growers are mostly uninformed, unorganized 
and divided. Many of these growers sell 
produce which does not meet established 
grading and quality requirements. Sales are 
made as quickly as possible, occasionally 
even straight from the fields. Because of the 
pressure for ready cash, they are sometimes 
willing to undersell other growers in the area. 


Quality Problems of Ontario Table Potatoes 
On the Toronto wholesale market during the 
1961 to 1965 period, Prince Edward Island 


2The number of large-scale potato growers 
(100 + acres) is estimated at 80-90 in Ontario 
(seven per cent of total potato growers) with 
a total potato area of approximately 20,000 
acres: i.e., 35 per cent of total potato 

acreage in the province. 
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potatoes obtained an average of 42.6 pe 
cent, and New Brunswick potatoes an aver 
age of 30.2 per cent price premium ove 
Ontario produced potatoes. Buyers at a. 
levels show a definite preference for Maritim) 
potatoes.? 

The Ontario Division of the Consumer 
Association of Canada surveyed the opinior, 
of some 100 Toronto housewives concernin 
Ontario potatoes. In general, the commen | 
centred around the following issues: pot 
cooking quality of Ontario potatoes, ie 
adequate grading, mechanical injuries afr. 
other damages. 

Potato experts and the general publ, 
express a preference for Maritime potato 
for the following reasons: 

Potatoes from New Brunswick, P.E.I. al, 
other provinces are more uniform, since 
shipments from one province to anoth 
require official quality inspection. Intra-p1 
vincial potato shipments do not require t] 
type of inspection. Ontario has only thi 
closed areas: Leamington, Niagara and Bre: 
ford. Potatoes grown within these areas mM 
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3Canada, Department of Agriculture, 
Crop and Seasonal Price Summaries. 


Seasonal Average Wholesale Prices, Toronto Market, 1951-52 to 1965-66! 
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Premium Premium . Per Cent Per Cent 

of of of of 

PEE N.B. Pees N.B. 
Seasonal Over Over Over Over 
Average Ontario PET. N.B. Ontario Ontario Ontario —_ Ontario 

$/cwt $/cwt $/cwt % % 

1951-52 4.61 5.64 5.24 1.03 0.63 DOES 7, 
1952-53 2.88 3.29 3.41 0.41 O53 14.2 18.4 
1953-54 jesy? 1.79 1.68 0.27 0.16 17.8 1O%S 
1954-55 2.90 S69) 3.41 0.81 est 210 NOES 
1955-56 1.86 a sil 2.65 1.45 0.79 78.0 42.5 
1956-57 DD 2.89 2S 0.64 0.30 28.4 1333 
1957-58 1.87 2.61 2.54 0.74 0.67 39.6 35.8 
1958-59 T577 2.70 2.43 0.93 0.66 S255) SYS 
1959-60 2.28" 4.18 Sed. 1.90 1.49 83.3 65.4 
1960-61 223 2.94 Qs O71 0.50 31.8 22.4 
1961-62 1.62 2.34 1ROD2 Ove 0.30 44.4 18.5 
962-63 DMI EOS 2.56 0.78 0.39 35.9 18.0 
963-64 2.04 Srl 2.84 1.07 0.80 S455) 392 
'964-65 2.44 4.87 4.583 2.43 alta 99.6 Sie 
(965-66 DIK 3.93 3.603 NY 0.84 42.4 30.4 
\verage 7135) 3o35) 3.06 1.00 0.71 42.6 50 
Gatario, Prince Edward Island and New Brunswick number one potatoes. 
Few quotations only. 
10 lb. bags converted to cwt. 


ource: Canada, Department of Agriculture, “Fresh and Processed Fruits 
ad Vegetables,” Crop and Seasonal Price Summaries, 


ol. 5 — 1951-52, Part Il, 
‘ol. 10 — 1956-57, Part Il, 
‘ol. 14 — 1960-61, Part I, 
ol. 19 — 1965-66, Part I. 


Joceed to designated inspection points for 
“amination before leaving the district. 
‘Some growers pay little attention to quality 
(msiderations; over-fertilization is. still fre- 
cent and results in higher yield but poor 
ality; use of potato harvesters is not too 
reful, and consequently leads to mechani- 
cl injuries; grading and handling of potatoes 
a> also inadequate in many cases. 

‘Holland Marsh potatoes, in general, are 
Uattractive, green easily, and are poor in 
Coking quality. Likewise, when Ontario’s 
NW potatoes are harvested in July and 
Aigust, they are usually badly skinned, dis- 
coured, wet and soggy by the time they 
oh the consumer. The chief produce buyer 
©'a Major chain store offered the following 
>dlanation of consumers’ perference for 
V ritime potatoes: “the image of Ontario 
pratoes has improved to some extent, but 
‘h old and outdated story is repeated so 
ofon by so many people that a negative 
ilation continues to exist.” 


| 


| icici cians = 


The last three or four years, however, have 
witnessed some improvements in quality. 
Large-scale growers who have invested heay- 
ily in potato farming have become interested 
in supplying good quality and well-graded 
potatoes to their customers, in order to ob- 
tain higher prices and better consumer 
acceptance. 

Chain stores, through their selective pur- 
chasing policies of accepting only the highest 
grades, have also made a positive contribution 
to the improvement of the quality and grading 
of Ontario potatoes. Grower-packers, dealers 
and brokers now know buying habits and 
thus cater to their desires. Those suppliers 
who have established a reasonably good 
reputation are usually able to maintain con- 
tinuing business with chain stores. A certain 
quantity of potatoes, however, is still pur- 
chased directly from producers by truckers, 
and sold to customers without official in- 
spection. Potatoes sold on the market without 
some form of inspection are the ones which 
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discredit Ontario potatoes in the eyes of the 
public. 


Summary and Recent Developments 

Potato growers in both Canada and Ontario 
have experienced continuing and extreme 
price fluctuations. These extreme and irregu- 
lar price changes create uncertainty in the 
minds of the producer with respect to plan- 
ning the following year’s production. The 
previous year’s prices provide little or no 
guidance to him. He must guess the most 
probable prices for planning purposes, and 
these estimated prices may not reflect the 
future market situation. 

Assessing the probable causes of the ex- 
perienced changes in price, it was found 
that there were large annual shifts in the 
quantity of potato supplies. The fluctuations 
in potato quantities have been determined by 
two factors: 


(a) relatively large and mostly unpredict- 
able fluctuations in potato yields per 
acre; 


(b) year to year changes in potato acreage. 


The system of potato marketing has influ- 
enced both potato prices and the structure of 
the potato growing industry. At present, 
Ontario potatoes are sold through two major 
marketing channels: fresh market for table 
potatoes and contract growing for processing 


_ potatoes. 


Contract growing of processing potatoes is 
advantageous to both processors and growers 
but the situation prevailing in’ the fresh 
potato market is not very helpful to potato 
growers. In addition to the problems caused 
by the uncertainty of fluctuations in potato 
quantity, most growers have to sell on a 
market dominated by corporate chain stores. 
These chain stores are sufficiently powerful 
to influence prices and negotiate transactions 
at price levels frequently considered too low 
by growers. 

The corporate chains handle huge 
amounts of potatoes, a significant proportion 
of which are purchased from a limited num- 
ber of large grower-packers and dealers. 
Smaller growers, who have no direct access 
to the chain stores, depend to varying degrees 
upon the purchases of large grower-packers 
and dealers, and ultimately upon the cor- 
porate chains. The nature of the market 
structure further adds to the gravity of the 
problems of the majority of potato growers 
who are already seriously affected by the 
irregular fluctuations in potato supply. 


Potato Marketing Board 

Many potato growers in Ontario are con- 
vinced that the establishment of a Marketing 
Board may solve some of their marketing 
problems. They expect that such a measure 
would (a) neutralize the consequences of the 
irregular and unpredictable fluctuations in 
potato supply; and (b) counteract the econo- 
mic power of large corporations. 

The desired scope of the proposed Mar- 
keting Board is still under discussion. The 
advocates of the idea tentatively agree that 
the Board should have two committees: a 
Special Committee, with participation of 
growers and processors to deal with prices, 
quality requirements, transportation and 
terms of payment of processing potatoes; and 
another committee to deal with table pota- 
toes. The committee for table potatoes would 
meet at least once a week to establish prices 
and consider quality and the supply situa- 
tion. Quality requirements would be strictly 
enforced and supervision would be obli- 
gatory. 

At present the bulk of Ontario potatoes 
is sold by early November. Accordingly, 
the marketing committee would not control 


potato prices during the winter. Potatoes 
unsold by that time would not be subject to 
price control, and would be disposed of at 
the discretion of the individual grower. 

The Marketing Board would not introduce 
a quota system in order to regulate acreage 
and/or quantity; there would be no provision 
for an organized potato diversion program to 
dispose of surplus potatoes. The Board 
would not assume the role of a marketing 
agency either; growers would contact pur- 
chasers directly. 

The advocates of a Marketing Board 
expect that negotiated prices, if enforced, 
would reduce insecurity in production, foster 
orderly marketing, and counteract to a cer- 
tain extent the oligopsonistic power of cor- 
porate chain stores. The assumption is that 
controlled prices established between July 
and November will be high enough to com- 
pensate growers for their low potato prices 
during the winter. 

However, as experience has shown, erratic 
fluctuations in the quantity of potato supplies 
due to fluctuations in yields and planted 
acreage cannot be eliminated. A situation 


may arise in which large quantities of unsold 
potatoes could exert such a pressure that 
prices established by the Marketing Board 
could not be maintained, and the whole 
marketing system might collapse. Therefore, _ 
it is possible that a Marketing Board, if 
established, might consider measures to con- | 
solidate and further improve the economic | 
situation of the growers. Such measures | 
might include the staged introduction of | 
acreage and quantity control and a potato | 
surplus disposal program on a continuing | 
basis. | 
Although potato growing in Ontario oc- 
cupies a relatively minor position in the 
agriculture of the province the problems of | 
potato growers are significant on their own) 
merit since some 1,400 growers and countless 
consumers are involved. Growers seek to 
obtain a fair market return for their produce. 
Consumers desire a continuing supply of high 
quality potatoes at a reasonable price. By) 
analysing the present market structure of the: 
industry and identifying some of its major 
characteristics, this study has endeavoured! 
to throw some light on possible solutions. 
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Leading Indicators 


Total Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) 


Toronto Stock Exchange Industrial Index (1956 = 100, Not Seasonally Adjusted) 


Coincidental and Lagging Indicators 
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Leading Indicators 

Average Weekly Hours Worked in 
Manufacturing 

New Orders in Manufacturing Industries* 

Business, Industrial and Engineering 
Construction Contracts 

Urban Housing Starts 

Money Supply 

T.S.E. Industrial Index" 

Business Failures" 
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Coincidental and Lagging Indicators 
Gross National Product* (Annual Rate) 


Average Hourly Earnings in Manufacturing 


3-Month Treasury Bill Rate*" 
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Labour Force 

Employed 

Unemployed 
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Index of Industrial Employment 


Index of Industrial Production‘ 
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Electric Power and Gas Utilities® 
Primary Energy Demand (Annual Rate) 
Exports (including re-exports)° 
Imports 


Unclassified Indicators 

Foreign Exchange Reserves" 
Industrial Materials Price Index" 
Consumer Price Index" 


cStatistics for Canada. 
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About the Review 


The feature article for the July-August 
edition of the Ontario Economic Review 
is based on Budget Paper B, The 
Budgetary Framework, contained in the 
1968 Annual Budget Statement of the 
Hon. Charles MacNaughton, Treasurer of 
Ontario. The article contains an analysis 
of the framework within which the annual 
budget is developed, and deals mainly with 
the growth of its overall financial capacity 
and the structure of its commitments to 
existing programs and other agencies. 

While the federal government has principal 
access to the growth-fields of taxation — 
the personal income tax and the corporation 
income tax — the tax fields at present 
available to the provinces — the retail sales 
tax and the various consumer taxes — have’ 
little or no growth potential. Therefore a 
solution to the problem of the growing 
burden on the municipal taxpayer will come 
only with greater access to the progressive 
tax fields. This goal will be achieved only 
as a result of total tax-sharing reform among 
all three levels of government. 

The article was prepared under the 
direction of Dr. T. M. Russell in the 
Taxation and Fiscal Policy Branch, Policy 
Planning Division of the Department of 
Treasury and Economics. 


Indicator Charts, Pages 12-14 
Fluctuations in aggregate economic activity — 
commonly used to define business cycles — d 
not necessarily correspond with fluctuations \ 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect | 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, ‘Some 
change direction sooner. 
Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as | 
leading indicators, and are widely used to | 
anticipate the short-run future course of the 
overall economy. The charts on pages 12-14 
in the Ontario Economic Review present 
| 
| 
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a number of these leading indicators, as well | 
as several which are coincidental to or | 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 
While comparisons of the timing and 
direction of general changes in the various) 
indicators can readily be made, great care | 
must be exercised in making such a 
comparison of the amplitude of fluctuations! 
Of the three vertical scales used — ‘A’ | 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively ' 
over a given vertical distance ) — only the ; 
logarithmic scales can be used to compare’. 
relative changes in different indicators. Ane‘ 
this applies only when all series being | 
compared are on the same logarithmic i 
scale. In such a situation all parallel lines‘ 
represent equal rates of growth, the exact — 
rate of growth being determined by \ 
the slope of the line. it 
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nancial Conditions in the First Half 
‘ernational Developments 

e new year ushered in a period of difficulty 
' the Canadian dollar in international 
mey markets. The crisis was triggered pri- 
tily by the announcement of U.S. Govern- 
nt measures designed to improve the U.S. 
ance of payments deficit and stem the 
flow of gold. Implementation of the pro- 
m would reduce U.S. investment in 
ada by curtailing capital inflows and by 
uiring Canadian subsidiaries of U.S. cor- 
vations to repatriate a greater amount of 
rent earnings to their parent corporations. 
2 significance of the latter requirement for 
1adian economic growth and its exchange 


ne position can be gauged by the fact 


reinvested earnings by Canadian sub- 
aries have constituted about 50 per cent 
U.S. direct investment in Canada since 
3. The potentially detrimental effect on 
| Canadian foreign exchange reserves is 
whasized by the fact that U.S. direct 
ystment in Canada has been a critical 
ment in offsetting Canada’s persistent 
ice of payments deficit with the United 
es. 
‘he potential instability inherent in these 
plopments induced a sharp sell-off of 
adian dollars in money markets. The 
adian government responded by buying 
adian dollars in the market and by in- 
(ting measures to bolster reserves. These 
sures included recall and standby ar- 
ements for $426 million in U.S. dollars 
gold held at the International Monetary 
d and the activating of “swap” arrange- 
*ts between the Bank of Canada and the 
‘ Federal Reserve Board which realized 
cther $250 million in U.S. funds. In ad- 
in, the bank rate in Canada was increased 
6 to 7 per cent on January 22nd. 
‘hese measures, together with a clarifica- 
1 from the U.S. Administration that its 
1ce-of-payments program was not in- 
ed to disrupt present money flows be- 
en Canada and the United States, reduced 
lative pressure on the Canadian dollar. 
‘turn, Canadian authorities gave assur- 
cs that they would take steps to ensure 
tthe U.S. guidelines would not be short- 
cited by U.S. dollar leakages through 
dian intermediaries to third countries. 
Inring January, the spot rate on the 
idian dollar declined to 91.955 cents in 
; of U.S. funds. This was dangerously 
S§ to the lower level of 91.58 cents per- 
d under the exchange rate agreement 


with the International Monetary Fund. By 
the end of the month, the value of the 
Canadian dollar had stabilized at about 92 
cents in terms of U.S. funds. It is estimated 
that about $350 million in U.S. funds were 
withdrawn from exchange reserves to defend 
the Canadian dollar. The official reserves 
including funds from “swapping” and stand- 
by arrangements with the IMF declined from 
$2,267 million at the end of December 1967 
to $2,169.3 as of January 31st, 1968 for a 
net decline of $97.7 million. 

During February and March uncertainty 
in international monetary conditions served 
to maintain pressure on the Canadian dollar. 
Underlying these difficulties was the con- 
tinued outflow of gold from the United States 
and fears that the U.S. dollar would have to 
be devalued. The resulting run on gold forced 
a temporary suspension on trading in gold 
by the major gold-holding nations (with the 
exception of France). 

The price of gold on the open market was 
bid up to approximately $44 (U.S.) per 
ounce while the “official” price remained at 
$35 (U.S.) per ounce. On March 15 the 
Bank of Canada raised the bank rate from 
7 to 7¥2 per cent. In addition, Canadian 
financial intermediaries and corporations 
were requested by the Minister of Finance 
(Mitchell Sharp) to curtail their “swap” 
deposit activities. These transactions involve 
the depositing of funds with chartered banks 
for conversion to foreign currency (usually 
U.S. dollars) in the form of short-term secu- 
rities. The bank agrees at the time of deposit 
to reconvert these funds to Canadian dollars 
at a specified date and price. 

The Minister of Finance explained to Par- 
liament on March 18 that the higher 744 
per cent bank rate became necessary because 
of the increase from 4.5 to 5 per cent of the 
federal reserve bank discount rate in the 
United States. He stated at the time that 
“Canada’s action is evidence that Canada 
intends to maintain the value of the Canadian 
dollar . . . The purpose is to continue to 
attract capital into Canada in order to 
maintain the stability of the Canadian dollar 
and the Canadian economy.” 

During the week-end March 15-17, an 
apparently temporary solution to the inter- 
national liquidity crisis was formulated when 
the major gold-holding nations agreed on a 
two-price system for gold. Under this ar- 
rangement, central banks will buy and sell 
gold at the official price of $35 (U.S.) an 
ounce, while the price on the open market 


would be free to fluctuate. To date, the 
system appears to have functioned effec- 
tively. At this time, South Africa’s policy 
with regard to marketing new gold is un- 
certain, but it seems likely that agreement 
will be reached for orderly marketing which 
will satisfy both the free and monetary sides 
of the two-tier market. This possibility is 
underlined by the fact that there has been a 
steady decline in the price of gold on the 
free market and that further supplies exclu- 
sively to this market would tend to move 
open-market prices closer to the official 
price of $35 (U.S.) an ounce. 

As a result of these adjustments to the 
international monetary structure, a degree 
of stability has returned to international 
monetary markets. The Canadian dollar has 
shown increasing strength since the crisis in 
January and during May and June has been 
valued consistently at about 93 cents in 
terms of the U.S. dollar, Present signs are 
that it will push toward the 93.42 cent upper 
level in terms of the pegged rate. 

During the crisis period, the openness of 
the Canadian economy has been emphasized 
by efforts to maintain the external value of 
the Canadian dollar in the face of domestic 
economic requirements. Although inflation- 
ary tendencies in the Canadian economy 
have aroused concern in recent months, it is 
doubtful whether a bank rate of 7% per cent 
would have been contemplated if the Can- 
adian economy enjoyed some degree of 
international economic isolation. Initially, 
the increase from 6 to 7 per cent was inter- 
preted as a temporary measure to stem the 
run on the Canadian dollar. The even higher 
rate of 7/2 per cent is a classic example 
of the economic policy conflicts which can 
develop between external considerations and 
the needs of domestic economic policy. The 
improvement in international monetary con- 
ditions apparently provided the opportunity 
for reducing the bank rate to 7 per cent fol- 
lowing the federal election of June 25. 


The Domestic Capital Market 

To a great degree, the domestic capital mar- 
ket has been influenced by international 
developments. Owing to the relatively high 
central bank rates of 7 and 71% per cent 
between January and June, interest rates 
throughout the economy experienced an up- 
ward adjustment. The rate on 91-day Treas- 
ury Bills increased from 5.95 per cent in 
December to an all-time high of 7 per cent 
on May 2. The price of longer-term secu- 
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rities declined significantly. The bell-wether 
Canada 4% per cent bonds of 1983 regis- 
tered their lowest prices on record at about 
78 dollars in February and March. By June, 
both short and longer-term securities reflected 
easier monetary conditions. On June 28, the 
average rate on 91-day Treasury Bills de- 
clined to 6.56 per cent and the Canada 412 
per cent bonds of 1983 traded at between 
$79.50 and $80. 

The day-to-day loan rate recorded an 
average closing rate of between 5 and 5.60 
per cent in the first three weeks of January. 
Following increases in the bank rate, a 
general tightening of bank reserves forced 
this rate to 7.0 per cent by the middle of 
April. Thereafter, a return to a more liquid 
position by the chartered banks was reflected 
in a steady decline in the day money rate. 
By the end of June the average closing was 
about 5 per cent. 

It was estimated early in the year that the 
Government of Canada would need to find 
about $500 million in new cash before the 
end of the fiscal year on March 31. Between 
January and March federal government de- 
posits with the chartered banks increased by 
about $387 million. This increase came 
about primarily through government pur- 
chases of Canadian dollars during the foreign 
exchange crisis. It was anticipated therefore 
that Ottawa’s undertaking to restrain its 
need for borrowing in the 1968-69 fiscal year 
would be realized, thus eliminating some of 
the strains on the capital market experienced 
in 1967. The need to purchase U.S. dollars 
to replenish reserves as the Canadian dollar 
strengthened, and the high rate of “cash-in” 
of Canada Savings bonds served to keep the 
federal government active in the capital mar- 
ket. By the end of May, the current value 
of outstanding Canada Savings Bonds had 
declined $569 million from the level reached 
in last November’s sales. The federal govern- 
ment’s bank balances which stood at $258 
million were $556 million below the level 
recorded at the same time last year. As a 
result, Government of Canada direct and 
guaranteed borrowings (carrying terms of 
over two years) amounted to $1,577 million 
between January 1 and June 30. This repre- 
sents a 133 per cent increase from the $675 
million issued in the same period in 1967. 
A further $135 million was raised in bonds 
having maturity dates of less than two years. 
In addition, a special treasury bill offering of 
$150 million supplemented the normal 
weekly offering of these securities. New bond 


financing as a whole rose 20.1 per cent in 
the six-month period with provincial and 
municipal issues down substantially from 
the same period in 1967. This was presum- 
ably a reaction to the relatively high rates 
of interest prevailing in the period. Cor- 
porate issues on the other hand showed a 
slight increase from $567.5 million to $611.3 
million in the same period. The federal 
government in pursuing open-market opera- 
tions and in replenishing cash balances has, 
therefore, continued to maintain a high level 
of occupancy in the capital market. 

Both the Canadian and American stock 
exchanges reacted to the foreign exchange 
crisis with major sell-offs in February and 
March. The Toronto Stock Exchange In- 
dustrial Index recorded an average closing 
level of between 160 and 164 in January. By 
March 21 the closing level had declined to 
144.97. There has been a steady improve- 
ment since March and the industrial index 
closed at 166.61 on June 29. In the same 
period, the Dow-Jones industrial index de- 
clined from 899.39 to 825.13 and recovered 
to 895.28 at the end of the period. Concern is 
still being expressed at the extent to which 
Canadian Mutual and Pension Funds are 
investing in American stocks. There is, 
however, a tendency to look at the outflow 
of Canadian funds rather than the net trading 
position by Canadians in U.S. stocks. The 
Toronto Stock Exchange Review of May 
reports that in 1967 $1.8 billion of common 
stocks were purchased from U.S. sellers 
while $1.6 billion were sold to U.S. pur- 
chasers. The net outflow was therefore about 
$199 million. It has been argued by the 
managers of these funds that a primary 
reason for purchases in the U.S. market is 
that certain high growth equities particularly 
in electronics and airlines are not available 
in Canada and that a sufficient supply of 
top quality Canadian equities is not always 
available to them. 

The scope and form of the more recent 
Bank of Canada open market operations 
reflect a movement toward lower rates of 
interest in the economy. The ability to sus- 
tain a policy of “easier” money will probably 
require continued fiscal restraint by all levels 
of government. The recent imposition in the 
United States of a 10 per cent tax surcharge 
together with $6 billion in expenditure cuts 
will probably be a useful supplement to 
Canadian policy objectives. The lower in- 
terest rates which may now be expected in 
the United States should give Canadian 


monetary authorities some leverage to i 
fluence interest rates in Canada in a mann 
consistent with domestic economic co 
ditions. 


The Consumer Price Index in the First Half 
The Canadian Consumer Price Index (bas 
on 1949—100) rose by 0.3 per cent fro 
154.2 at the beginning of May to 154.7. 
the beginning of June. All major componen 
of the general index — food, housing, clothin 
transportation and health and personal ca 
— moved higher. Only the group index, 
covering recreation and reading materia) 
and tobacco and alcohol remained unchan 

from the previous month. , 

Although the index was 4.0 per c 
above its level of 148.8 recorded in Ju 
1967 there are indications the rate of i 
crease in living costs has been lessenin 
Earlier this year the annual increases ha’ 
been consistently higher with the Mar 
1968 index 4.6 per cent above the lev 
recorded twelve months earlier. 

The June food price index was 149, 
compared with 148.9 in May and 144.8 | 
June of last year. The Dominion Bureau | 
Statistics reports that beef prices, which hi) 
been dropping for the past seven month) 
increased in June, and higher prices al) 
prevailed for bacon, ham, chicken and fis’ 
Among staple items, milk and bread pric’ 
increased in several cities, whereas butt! 
and eggs declined. 

The housing index rose to 157.6 fr! 
157.1, mainly because of higher rents. TI! 
tie rent increases were registered | 
Montreal, Ottawa, Calgary and Halifax. TI 
0.9 per cent advance in rents reflects fl, 
fact that many occupants of rental accom) 
dations sign new leases at this time of a 

DBS reports that other major increas) 
occurred in the prices of men’s and childrer’ 
wear, footwear, piece goods, and clothil 
services. Higher inter-city train and bus far’ 
for the summer season contributed to tl) 
increase in transportation costs while aut’ 
mobile operation costs remained unchangi 
as higher gasoline prices and service offset 
fractional decline in the price of new aut 
mobiles. 

The increase in the index of health a1 
personal care prices was 0.1 per cent 
197.9 in June from 197.8 in May and 3 
per cent above its level in June 1967. 

There is no index of average family 1 
comes comparable to the index of consum 
prices, but the DBS industrial composi 


dex of average weekly wages and salaries 
yased on 1961=100) rose in April to 
39.3 from 137.5 in March and 130.8 in 
pril of 1967. In the twelve months to April 
lis year, average weekly wages and salaries 
se by more than 6.5 per cent. In the same 
eriod, the consumer price index rose to 
54.1 from 147.8, an increase of 4.3 per 
snt. DBS announced earlier that its pre- 
minary estimates for May indicate that 
erage weekly wages in manufacturing rose 
» $104.49 from $104.26 in April, and 
00.63 in March. 

The Consumer Price Index, calculated 
ich month by the Dominion Bureau of Sta- 


tics, is designed to measure the price level 


' selected consumer goods. This is achieved 
’ measuring the percentage change over 
ne in the cost of obtaining a fixed “basket” 


| commodities and services, representing the 


1e Consumer Price Index, 1968 


Jan. Feb. 
1 Items 152569 52.7 
‘od 150.4 149.8 
using 154-7 155.4 
thing 133.4 134.0 
ansportation 16O;0" 771592 
alth and Personal Care 193.6 194.3 
creation and Reading iO2. © VIS 
bacco and Alcohol 136.3 136.4 


irce: DBS, Price Movements. 


Monthly Index (1949=100) 


purchases made by a cross-section of con- 
sumers in a specified time period. At present, 
the particular population group considered 
consists of families which in 1957 lived in 
Canadian cities of over 30,000 population, 
ranged in size from two adults to two adults 
and four children and had annual incomes 
ranging from $2,500 to $7,000 during the 
survey year. The price index covers about 300 
different goods and services. 

The bureau is at present working on a new 
consumer price index to be based on 1961. 
The present index measures changes since 
1949 in the current prices of the items in- 
cluded in the basket of goods and services. 
The relative importance attached to each 
was determined by the results of a sample 
survey of family expenditures carried out in 
1957. Obviously not everything purchased 


Mar. April May June Jan. 
IS ey I ev hey 7/ 4.5 
148.7 149.8 148.9 149.4 3.8 
16.0" (1566) Io71 157.6 4.8 
135.6: 136.3 135.8 136.4 Bu, 
160.3 160.8 161.0 161.8 4.6 
194.3 197.0 @197-8 197.9 4.7 
YS) 2 ADA? 4.1 
138.4 140.9 141.1 141.1 Fell 


by the survey families in the base year can 
be included in the basket since this would 
make the problem of collecting prices ex- 
ceedingly difficult. Therefore the items 
priced for the index are only a sample, 
albeit a large one, of the things families buy. 
They are chosen to be representative of all 
items and the relative weight given to any 
item is based not only on the purchase value 
but also on the value for similar or related 
goods and services which are not included in 
the basket. 

Costs of shelter and household operation 
make up the housing index, which accounts 
for 32 per cent of the total index. Food 
prices account for 28 per cent, clothing for 
11, transportation for 12, health and per- 
sonal care for seven, recreation and reading 
for five, and tobacco and alcohol for six 
per cent. 
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Per Cent Change from One Year Ago 


Feb. Mar. April May June 
4.5 4.6 4.3 4.1 4.0 
4.0 a6 4.0 3.6 ee 
ays Spl 4.3 4.4 4.2 
3.8 Sed 35 3.0 2.9 


Pill) 3.0 2.4 2.4 2.3 
5.0 4.9 sh] 3.6 3.8 
5.0 5.4 4.8 4.6 4.2 
103 10.3 10:1 


| = a nne 


Budgetary Constraints to Policy Development 


Taxation and Fiscal Policy Branch 
Department of Treasury and Economics 


This article contains a discussion of the 
framework within which annual budgetary 
decisions are made and new policies devel- 
oped. In particular, attention is given to the 
nature and implications of two constraints to 
the government’s ability to respond to in- 
creasing and changing demands for public 
services and facilities. The first constraint is 
the capacity of existing tax sources to finance 
required increases in total expenditures. The 
second constraint is the difficulty of under- 
taking radical changes in the structure of 
established and continuing government pro- 
grams in any one year. 


THE REVENUE CONSTRAINT 

TO GROWTH 

In recent years it has become apparent that 
provincial and municipal revenues do not 
have the growth and capacity to meet rapid 
increases in required expenditures. 


Growth of Government Revenues 
Versus Expenditures 
The problem of unbalanced expenditure- 
revenue growth has been extensively docu- 
mented in two main studies. First, in 
preparation for the re-negotiation of federal- 
provincial financial arrangements in 1966, 
the Tax Structure Committee (TSC) under- 
took a comparative analysis of the antici- 
pated growth of federal and_provincial- 
municipal expenditures and revenues for the 
period 1966-67 to 1971-72. The result of 
these projections was that, on the basis of 
then-existing governmental expenditure pro- 
grams and tax sources, the combined deficit 
for all three levels of government would 
increase during this period. The estimated 
combined government deficit of $0.9 billion 
for 1966-67 was projected to increase to 
$2.1 billion in 1971-72 on the basis of an 
annual Gross National Product growth rate 
of 6 per cent over the period, or to $1.4 
billion if GNP increased by 7 per cent a year.! 
The most significant finding of the TSC 
study, however, concerned the distribution 
of the total governmental deficit between the 
federal and provincial-municipal sectors. At 
the 6 and 7 per cent levels of annual GNP 
growth, total provincial-municipal deficits 
were projected to reach $2.4 and $2.1 billion 
respectively by 1971-72. In contrast to this 
pattern of mounting provincial-municipal 
deficits, the federal government was expected 
to record surpluses throughout the period 
increasing to $0.3 and $0.7 billion at the 6 
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and 7 per cent levels of annual GNP growth. 

This first view of the imbalance of provin- 
cial-municipal expenditure and revenue 
growth was confirmed by similar projections 
undertaken by the Ontario Committee on 
Taxation (Smith Committee) and published 
in 1967.2 The Committee’s projections indi- 
cated that anticipated combined provincial 
and local government budgetary deficits in 
Ontario would increase from about $116 
million in 1967 to over $1 billion in 1975. 
Over the same period, the study indicated 
that the provincial government’s own budge- 
tary deficit could be expected to increase 
from $81 million in 1967 to about $900 
million in 1975.3 

It should be emphasized that the TSC and 
Smith Committee projections cannot be used 
as definitive quantitative measures of the 
exact course of expenditure-revenue growth. 
The obvious difficulty in anticipating future 
conditions meant that the projections inevi- 
tably took the form of extrapolations of past 
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Table 1 


Summary of Ontario Government Expenditure and Growth Rates, 1958-59 to 1967-68 
ee a 


and then-current government operations and 
economic conditions, modified by certain 
assumptions concerning the likely behaviour 
of such key factors as economic growth rates, 
population changes and price increases. | 

Interim developments have already ren- 
dered these projections partially obsolete, 
The development of new government pro- 
grams, greater-than-expected price increases 
and higher rates of economic growth have 
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caused both expenditures and revenues tc 
increase faster than was originally antici. 
pated. While it is not possible to measurt 
accurately the absolute effects of interim 
changes, they are unlikely to alter signifi 
cantly the relative growth of expenditure, 
and revenues. In other words, it can bi 
generally assumed that the TSC and Smitl 
Committee were correct in predicting a con’ 
tinued imbalance in expenditure-revenu: 
growth resulting in greater budgetary deficit 
at the provincial-municipal level during th: 
foreseeable future. 


Average Compound Annual Growth Rate 


1958-59 1963-64 1958-59 
to to to 
1963-64 1967-68 1967-68 
Per Cent Per Cent Per Cent 
A. Total Net General Expenditure 9.5 18.6 13.4 | 
B. Actual Revenue 
Total Net General Revenue 10.9 18.0 14.0- mi 
Personal Income Tax 12:8 352 22.31 I 
Retail Sales Tax = 23.62 _ 
Corporation Tax S.1. 9.4 7.3 
Gasoline Tax 4.7 10 Bs) 7 ml 
C. Revenue on Basis of 1967-68 Tax 
Package and Rates throughout Period | 
Total Net General Revenue 6.0 10.3 eS: 
Personal Income Tax 8.5 19.4 13.2 
Retail Sales Tax 5.6 8.8 7.0 I 
Corporation Tax 5.6 1 6.3 Bl 
Gasoline Tax 4.7 Sa) 5.1 
D. Revenue on Basis of 1958-59 Tax 
Package and Rates throughout Period i 
Total Net General Revenue Seo 10.0 71.4 


Component sources will have identical growth rates to those shown under C, as only 
the ‘tax mix’ will alter the growth rates of total revenue. 


E. Provincial Domestic Product 


Bee, 9:2 7.0 


1Reflects increases in federal abatements of the personal income tax field in 
stages from 17 points in 1963-64 to 28 points in 1967-68, where the total yield of income tax 


for each year is taken as 100 points. 


24 retail sales tax of 3 per cent was introduced in Ontario in 1961 and was increased to 


5 per cent in 1966. 
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1Report of the Tax Structure Committee 
to the Federal-Provincial Conference: 
Projections of Government Revenues and 
Expenditures, October 28, 1966. 


2Report of the Ontario Committee on Taxation, 
3 vols. (Toronto: Queen’s Printer, 1967). 


3These figures exclude advances through the 
Ontario Universities Capital Aid Corporatior 
which were included in the original 

Smith Committee projections. 


‘able 2 — Net Capital Debt and Provincial Domestic Product, 1963 to 1967 


1962-63 

$ Million 
‘et Capital Debt at Year End 1,284 
rovincial Domestic Product 14,605 


IN.|C.D. as % of PDP 8.8 


‘heoretical Limit of N.C.D. 
per Smith Committee 


(9% of PDP) 1,314 
avourable Difference between 

_ actual and theoretical Net 

Capital Debt 30 


1963-64 1964-65 1965-66 1966-67 
1,345 1,365 1,381 1,360 
15,600 17,000 18,700 20,500 
8,6 8.0 7.4 6.6 
1,404 £530 1,683 1,845 
59 165 302 485 


he ‘Tax Mix’ 

he basic reason for expected increases in 
rovincial-municipal deficits is that, com- 
ared with the growth of required govern- 
lent expenditures, total revenues tend to 
‘ow more sluggishly because of the relatively 
bavy reliance of these two levels of govern- 
rent on low-growth tax sources. 

_This problem may be illustrated by ex- 
rience over the five-year period 1963-64 
{ 1967-68. Table 1 shows that during this 
riod total provincial expenditures and 
Ivenues increased at an average annual rate 
© about 18.6 and 18 per cent respectively. 
lowever, it is significant that revenues in- 
ceased in line with expenditures only as a 
rsult of sizable increases in provincial 
tx capacity. The most important of these 
Were the staged increases in federal abate- 
rents of the personal income tax field from 
1 points in 1963-64 to 28 points in 1967-68. 
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hese increased abatements had the effect of 


ireasing the annual average growth rate of 
povincial income tax revenues during this 
priod to 35 per cent compared with 19 per 
cat which would otherwise have prevailed. 
Snilarly, the increase in the provincial retail 
Ses tax rate from 3 to 5 per cent in 1966 
hd the effect of increasing the annual aver- 
ae growth rate of sales tax revenues from 9 
\(24 per cent over the five-year period. The 
roult of these tax changes during the period 
b ught the total average annual growth rate 
) provincial revenues to 18 per cent, com- 
dred to a rate of about 10 per cent that 
wuld have prevailed without major tax 
1 during the period. 


Two observations are relevant concerning 
the future growth of provincial revenues. 
First, it is important to distinguish clearly 
between the immediate impact of tax changes 
on revenue flows and subsequent longer-term 
revenue growth. The tax changes detailed 
above created a marked upsurge in provincial 
revenues. But without further and similar 
changes in tax capacity, government revenues 
will now increase only as a function of the 
growth of taxable income and activities. In 
other words, on the basis of economic growth 
rates over the past five years, the annual 
growth rate of personal income tax receipts 
would settle down to a rate of about 19 per 
cent, with the growth in total provincial 
revenues returning to about 10 per cent. 

The second observation concerns the 
critical connection between economic growth 
and revenue growth. During the past five 
years, Canada has experienced high and sus- 
tained rates of economic growth, which in 
terms of longer historical perspective may 
not continue unabated for an indefinite 
period. For example, while Provincial Dom- 
estic Product (PDP) has increased at an 
annual average rate of 9.2 per cent in the 
1963-67 period, the average annual growth 
rate for the earlier 1958-64 period was only 
5.3 per cent. Thus any reduction in the rate 
of economic growth will be immediately 
reflected in lower rates of revenue growth. 
This is particularly so with personal and 
corporate income tax revenues, both of which 
are highly sensitive to changing economic 
conditions. 


Financing Alternatives 
The review of the provincial ‘tax mix’ indi- 
cates that a continuation of past expenditure 


growth rates will produce significant in- 
creases in provincial-municipal deficits in 
general conformity with the TSC and Smith 
Committee projections. 

While it is expected that there will be a 
decline in expenditure growth rates from the 
unusually high levels recorded in recent years, 
it is questionable whether it will be possible 
to reduce them by the amount necessary to 
bring them neatly in line with the growth 
capacity of now-existing total revenue 
sources.4 This question in turn raises the 
problem of how such deficits can be financed 
either by increases in tax capacity or by 
borrowing. 


Debt Financing 
As the Smith Committee pointed out, there 
are limits to the province’s debt capacity if 
one of the objectives of the province is a high 
credit rating based on prudent finance. The 
Smith Committee defines the limit to the 
province’s net debt capacity as 9 per cent of 
the Provincial Domestic Product. While this 
level need not necessarily be accepted as 
irrevocable and definitive, it may be used for 
present purposes as a convenient benchmark 
in examining the general scope for future 
increases in debt operations. 

Table 2 shows that, while the 9 per cent 
ratio was almost reached in the early sixties, 
it was reduced to about 6.6 per cent at the 


~ end of the 1966-67 fiscal year. According to 


Smith’s definition, the province’s net capital 
debt capacity theoretically stood at $1.8 
billion at the end of 1966-67 and exceeded 
the actual level of net capital debt by 2.4 
per cent of PDP or almost $500 million. This 
may appear to leave a good margin for debt 
expansion, but in the face of anticipated 
expenditure pressures and Smith-projected 
deficits, this slack would be eliminated fairly 
quickly. Once tne debt to PDP relationship 
has again reached the limit of 9 per cent, the 
annual additions to the net capital debt 
would be severely curtailed and geared to 
whatever growth is realized in PDP. 

If the province were, for example, already 
at its debt limit at this time, the maximum 
tolerable increase in the net capital debt 
during 1968-69 would be about $140 million 
(Table 3). Assuming a long-term average 
growth rate in PDP of 7 per cent, the toler- 
able annual additions to the net capital debt 
would slowly rise to $170 million in 1971- 
72 and $210 million in 1974-75. These con- 


4The introduction of program budgeting as a 
means for reducing expenditure growth by 
increasing the efficiency and effectiveness of 
programs is discussed in the last section 

of this paper. 
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straints would compare with the increase in 
net capital debt, projected by the Smith 
Committee, of $538 million in 1971-72 and 
$897 million in 1974-75. 

On the assumption that there will be no 
further tax increases and that the province 
will be able to keep deficits down to those 
projected by the Smith Committee, the pre- 
viously indicated leeway of $500 million 
would disappear in 1970-71. During the lat- 
ter year, net capital debt would reach 9 per 
cent of PDP. However, given the fact that 
the province has already introduced the basic 
shelter tax exemption and assumed the cost 
of the administration of justice,® this critical 
point will be brought forward by one full 
year. 

Table 3 makes a tentative evaluation of 
the amount and possible form of additional 
taxation that would be required to maintain 
the net capital debt at 9 per cent of PDP. 
Even if 12 additional points of the personal 
income tax were introduced in 1969-70, they 
would be inadequate as early as 1971-72. 
Allowing the net capital debt ratio to rise to 
10 per cent of PDP would result in a toler- 
able debt by 1974-75 of $3,564 million 
instead of $3,208 million. Such a condition 
would make 12 additional points of the per- 
sonal income tax, if introduced in 1969-70, 
just adequate. 

There is one important reason why the 
actual path of debt financing will differ from 
the one projected in Table 3. The table sug- 
gests a relatively rapid build-up of the net 
capital debt, involving levels of debt financing 


Projected “Tolerable” Net Capital Debt, at 9% of PDP at year ends 


in the early years considerably in excess of 
what would be considered acceptable by 
current standards of prudence, good credit 
ratings and capital market accessibility. This 
further strengthens the point that the timing 
of required tax increases must be brought 
forward. 


Increased Tax Capacity 

The limits to debt increases demonstrate that 
a large part of future deficits must be 
financed by increases in provincial tax capa- 
city. This need involves two interrelated 
problems. The first concerns the type of 
increased tax capacity required. The second 
problem relates to how required increases in 
tax capacity should be achieved. 


High Versus Low Growth Tax F ields 

The overriding factor to be considered in 
securing increased tax capacity is the ‘natural’ 
growth potential of the yields of different tax 
sources. Reference has already been made to 
the inadequacy of the province’s tax mix in 
terms of its relatively heavy reliance on low 
growth fields. Consequently, if the composite 
growth rate of total provincial revenues is to 
be improved, it will be necessary to increase 
the relative use of those tax fields which 
display high growth characteristics. 

The relative growth of the Ontario Gov- 
ernment’s main tax sources is described in 
Table 1. The most significant feature of this 
comparison is the high growth capacity of 
personal income tax yields compared with 
that of other sources. In short, as the Smith 
Committee has emphasized, increased use 


Net Capital Debt, actual (67-68) and as projected by Smith, and including 


cost of Basic Shelter Tax Exemption and Administration of Justice? 


Projected Net Capital Debt in excess of “tolerable” limit per Smith _ — 
Projected Cumulative Value of 12 additional points of Personal Income Tax 


if introduced in 1969-70 


Projected N.C.D. in excess of “tolerable” limit after additional 12 points of 


Pol. 


Table 3 — The Implications of the Smith Committee’s Debt Constraints 
1967-68 1968-69 1969-70 1970-71 1971-72 1974-75 
$ Million 
2,000 DoiaKe: DIRS 2,447 2,619 3,208 
1,538 1,989 2,534 3,165 3,925 7,005 
247 718 1,306 3,797 
= = 319 686 1,108 27193 
= = = 3D 198 1,004 
= By) 166 325 


Additional Annual Revenue required to maintain N.C.D. at 9% of PDP - — 


1For brevity, the years 1972-73 and 1973-74 are omitted. 
2The Smith Committee’s projections of increases in actual net capital debt to 1974-75 are: 


(a) Reduced by estimated advances through the Ontario Universities Capita 


See Smith Report, Vol. 1, p. 214. 


(b) Then increased for the estimated costs of the basic shelter tax exemptio 
the Smith Committee did not allow for the cost of the various recommen 
capital debt cited in the preceding page for 1971-72 and 1974-75 of $538 mil 
$760 million and $1,177 million respectively. 


3The Smith Committee suggests a staging of additional personal income taxation reaching 8 points in 1968-69, 10 points in 1971-72 


| Aid Corporation, which were included in Smith’s calculations. | 


of the personal income tax field by the prov- 
ince should feature as a significant part of 
any general move towards increased tax 
capacity. 


Independent Provincial Versus Joint 
Federal-Provincial Tax Changes 

In general terms, increased provincial tax 
capacity may be secured in two main ways. 

The first method is commonly referred te 
as independent taxing and would involve 
Ontario changing the use of its own tax field; 
without reference to federal or other prov. 
inces’ taxes. The main problem inherent i 
independent taxing is the possibility of creat 
ing inter-provincial disparities in tax leve 
which may, in turn, adversely affect the co 
petitiveness or distribution of regional eco, 
nomic activity. With respect to the persona 
income tax field, for example, any increase i, 
Ontario rates would not only have the effec 
of raising the absolute level of such taxatioy 
in Ontario, but could also have the effect ¢, 
penalizing income-generating activity i 
Ontario disproportionately to that in othe 
provinces. A similar problem would, ¢ 
course, be implicit in any increase in Ontari 
corporate income tax rates above those 1 
other provinces. In general terms, then, ther 
are clearly limits to any province’s indepenc 
ent ability to raise taxes. 

The second method of securing increas¢ 
provincial tax capacity is through combine’ 
federal-provincial action in jointly occupic 
tax fields. This question, in turn, has tw 
main aspects. 


n and administration of justice, because in projecting provincial deficits i 
dations of their report. Thus, the annual additions to the net ii 
lion and $897 million are increased in the table to | 


5See footnotes to Table 3. 


6These were two of the major recommendations 


of the Smith Committee. 


First, where the total level of combined 
vernmental taxation in Canada is inade- 
ate to finance properly the required growth 
combined government expenditures, there 
guld be an orderly and comprehensive 
ange in the national tax structure. Federal 
d provincial tax committees have recently 
dertaken extensive studies of the existing 
< systems. The general conclusion of these 
orts is that there is an urgent need to 
velop a new tax system that will raise the 
ids required for public expenditures in an 
uitable and economically efficient manner. 
hile there is agreement on the importance 
tax reform, relatively little attention has 
i far been given to the co-ordination of 
‘ reforms at the federal and provincial- 
nicipal levels. Consequently, there is a 
2d for tax reform with proper recognition 
the role of all taxes in a national tax struc- 
‘e, irrespective of whether tax fields are 
‘d exclusively or jointly by different levels 
\government. 

The second aspect of joint federal-provin- 
il tax changes relates to the proper distri- 
tion of tax capacity between the two levels 
government. In other words, apart from 
| general adequacy of tax revenues in a 
jal governmental sense, each level of gov- 
pment must be given the tax occupancies 
vessary to finance its responsibilities. In 
"3 connection, reference has already been 
ide to the 1966 Tax Structure Committee 
jjections which clearly demonstrate the 
«d for a significant transfer of tax capacity 
rm the federal to the provincial level to 
ntch the distribution of projected budgetary 
kicits. 


vlic Finance and Fiscal Policy 
‘ally, in considering the need for a reallo- 
4 on of tax resources, attention must be 
in to two other important factors. 
~he first concerns the federal government’s 
lity to regulate economic activity through 
a, changes. The Ontario Government’s 
iws on how the requirements of efficient 
lic finance and fiscal policy can be 
eonciled were developed in detail during 
h} technical discussions surrounding the 
\cotiations in 1966 and have been publicly 
Xressed in various statements.’ 

sriefly, it is believed that this goal can be 
1: achieved through the development of tax 

sements to cover a central package of 
hred tax fields. This would allow the fed- 
r government to use a number of economi- 
ay significant taxes in concerted fashion to 
ie 
Se particularly the Statement by the Prime 
A ister of Ontario to the Federal-Provincial 
"a Structure Committee in September 1966; 
in the Ontario Treasurer’s Statement to the 
Avting of Ministers of Finance, 
auary 1968. 


achieve policy objectives, without fear of 
countermanding provincial actions. The 
revenues from this tax system could then be 
divided between the two levels of government 
according to their relative expenditure 
requirements. 

The second major consideration concerns 
the need for balanced growth of the public 
and private sectors of the economy. This in- 
volves the containment of total governmental 
expenditures within the limits of tolerable 
levels of taxation and government borrowing. 
Basic to this is the need for all levels of 
government in Canada to co-ordinate their 
expenditures within a commonly agreed sys- 
tem of policy objectives and priorities. 

In this connection, encouraging steps have 
already been taken. At the January meeting 
of the Ministers of Finance there occurred, 
for the first time, an extensive discussion of 
the budgetary plans and problems of the par- 
ticipating governments. These initial ex- 
changes resulted in a common agreement 
that there is an urgent need to develop effec- 
tive mechanisms for more rigorous and con- 
tinued consultation. Such a system should, 
first, permit the federal government to take 
fuller account of provincial operations in 
determining Canada-wide fiscal policy. 
Second, it should allow provincial policies to 
be more effectively developed in the context 
of national patterns.’ Third, it should provide 
an objective basis for allocating limited tax 
resources to allow governments to meet 
recognized priorities. 


CONSTRAINTS TO 

EXPENDITURE FLEXIBILITY 

The second component of the annual budge- 
tary framework concerns the government’s 
ability to meet new expenditure demands 
within the overall limits set by the revenue 
growth and borrowing capacity. The main 
constraint to manoeuvrability in this sense is 
the need to provide for the orderly continua- 
tion and growth of established programs. In 
any given year, a significant proportion of 
government revenues is thus effectively pre- 
empted, leaving only a relatively small part 
to be applied to new priorities. This means 
that, in a very real sense, priority-setting is 
an evolutionary process in which new pro- 
grams are steadily built up and other pro- 
grams phased out or de-emphasized over the 
course of several budgets. 


The Structure of Government Expenditures 
A useful insight into the relative inflexibility 
of provincial expenditures at any given time 


8For a fuller discussion of provincial fiscal 
policy, see C. L. Barber, Theory of Fiscal 
Policy as Applied to a Province, Ontario, 
Committee on Taxation (Toronto: Queen’s 
Printer, 1968). 


can be gained from Table 4. This table 
sketches the structure of government spend- 
ing in terms of the administrative operations 
of departments as well as financial commit- 
ments to other governments, agencies and 
individuals. 

A number of observations may be made 
on the flexibility constraints of various com- 
ponents of total expenditure. First, the gov- 
ermment’s own operations in the form of 
departmental expenditures are a relatively 
small part of the total. The civil service over- 
head (category A in Table 4) accounts for 
only 20 per cent of the total, with about 12 
per cent in the form of wages and salaries. 
Insofar as the civil service represents the 
central core of government operations gener- 
ally, reductions would run the obvious danger 
of reducing the effectiveness of existing pro- 
grams and administrative controls. However, 
it is a continuing goal to keep the growth in 
this category to a minimum consistent with 
required efficiencies. Not all wages and 
salaries are included in this category. For 
example, a substantial part of highway main- 
tenance, which is another relatively inflexible 
type of expenditure (shown under category 
F), consists of salaries and wages. Other 
expenditures incorporating salaries and 
wages are highway and public works con- 
struction. 

Departmental capital expenditures on phy- 
sical assets (category E) represent the provi- 


sion of essential social capital, of which roads 


form the major component. These capital 
expenditures, though essential, are often con- 
sidered partly flexible in terms of their timing 
and in the manner in which they are financed. 
On the latter aspect, depending on the over- 
all fiscal policy requirements of the time, a 
smaller or larger proportion of these expendi- 
tures will usually be financed out of ordinary 
revenues.? 

Perhaps the most significant feature of 
Table 4 is the high proportion of total expen- 
ditures allocated to the financial support of 
local governments, school boards and 
agencies. The most confining aspect of these 
payments, making them the least flexible in 
principle, is the fact that they are primarily 
statutory or contractual commitments, in 
large part based on expenditure decisions 
made at the local level. For instance, the 
legislative grants to school boards, account- 
ing for some 21 per cent of total budgetary 
spending, are based on a formula. This for- 
mula is regularly revised to ensure that prov- 
incial support of rapidly rising school board 


9That is, with more or less debt financing 
according to the need to stimulate 
total economic activity. 
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xpenditures is maintained at a sufficiently 
igh level. The Ontario Government has 
ntered these commitments in recognition of 
9cal financial constraints and the need to 
nsure essential expenditures for the main- 
enance and growth of local services and 
ducational capacity. The expenditures with- 
n the relatively inflexible category B commit 
Imost 40 per cent of the provincial budget. 
In addition, the provincial government has 
qually strong commitments to assist in 
mancing higher education. The universities 
epend on the government for the largest part 
f their very large and rapidly rising expen- 
itures. In addition, the Colleges of Applied 
arts and Technology (CAATS) are entering 
phase of rapid expansion and greatly 
icreased cost which will have to be assumed 
y the government. Entered under category 
) in the table, these costs already account 
or 10 per cent of the budget and can be 
xpected to absorb a growing proportion in 
ne near future. 
The temporary build-up of Canada Pen- 
on Plan Funds has enabled the government 
» make loans and advances to school boards 
ad universities to cope with their tremen- 
ous capital expansion requirements. This 
rocedure has, in fact, proven to be vastly 
tore efficient and economical than a situa- 
‘on in which the school boards would have 
2en forced to do their own borrowing in the 
pital market. As shown in Table 4, some 
280 million was made available this way 
uring 1967-68. 
|Table 4, therefore, clearly illustrates the 
lany rigid factors that play a dominant role 
i the provincial budget. This is not to sug- 
pst that the province lacks discretionary 
pwers in these areas, but only that the 
pvernment has accepted these persistent 
Ridities and growth areas in its budget in 
cognition of the essential needs behind 
«ch of these programs. Any reduction or 
‘en stabilization of total support under pro- 
{ams of this nature would presumably result 
i property taxes and inadequate ser- 
ces at the local level as well as in the 
liiversities. Curtailment of support for the 
iter would probably make university train- 


‘ig available to fewer eligible students. 
} 


' 


‘he Growth of Expenditures 

‘ble 4 provides a useful cross-section of the 
Fovincial expenditure structure in 1967-68. 
ht there is another and more dynamic 
a pect to the government’s commitments to 
¢ ablished priorities. This concerns the 


Table 5 — Annual Percentage Rate of Change in Enrolment in Ontario Elementary 
and Secondary Schools, CAATS and Universities! 


Year Elementary Secondary CAATS 
Minimal 
1966-67 37 8.6 21.3 
1967-68 Pg 3.0 O2i7 
Projections 
1968-69 2.0 eh 28.6 
1969-70 |e 1.6 23.6 
1970-71 0.8 1.2 7.8 
1971-72 —0.4 0.2 vad, 
1972-73 —0.1 0.4 6.7 
1973-74 —0.3 0.3 =e) 
1974-75 —0.4 0.3 Rie 
1975-76 —0.5 0 4.7 


University Full-Time 


Probable Under- Graduate Total 
graduate 
DABS 16.8 127, 16.3 
62.7 13.9 26.6 15.3 
69.8 10.2 17.6 abst 
30.3 hes US, 8.3 
DS).\| 6.5 eS est 
20.4 5.6 9.6 6.2 
Ged See, 8.1 S(6) 
14.8 5.0 US 5.4 
ise 2.0 5.9 2.6 
11.4 1.6 5.6 2S 


1The enrolment ratios used in calculating the rates of increases in enrolments for the 

various education levels are as follows: elementary schools at 93.6 per cent of the 5 to 14 year 
age group; secondary schools at 73 per cent of the 15 to 19 age group; CAATS, at 

minimum rising from 5.5 per cent of the 18 to 20 age group in 1968 to 10 per cent in 1976, or 
probably rising from 5.5 per cent in 1968 to the higher ratio of 25 per cent in 1976; university 


‘ undergraduate rising from 15.1 per cent of the 18 to 21 year age group in 1967-68 to 18 per cent in 


1975-76; and university postgraduate enrolment rising from 16.1 per cent of the three-year moving 
average of undergraduates in 1967-68 to 20.0 per cent of the three-year average in 1975-76. 


growth of existing programs. Growth may 
occur as a program is gradually brought to 
operational standing over several years, as 
demand increases due to economic expansion 
and population growth or as qualitative 
improvements and extensions are made. 

Again, education outlays provide a parti- 
cularly dramatic example of the impact of 
economic expansion and population growth. 
During recent years they have increased at an 
annual rate of about 25 per cent to the point 
where they account for over 40 per cent of 
total provincial expenditure.!° This occurred 
as a direct function of the post-war upsurge 
in birth rates, together with rising costs and 
rising post-secondary enrolment ratios. 

In 1960, births in Ontario reached a peak 
of 159,000. For more than 20 years they had 
been increasing steadily from a low of 
62,000 in 1937. But while the peak in births 
occurred about eight years ago, the effect of 
declining birth rates will not be reflected in 
lower total enrolments for some time. This is 
partly because the decline in birth rates has 
been quite slow, and partly because of 
increased post-secondary enrolment ratios as 
well as increased migration from abroad and 
from other provinces. 

A more detailed view of the implications 
of post-war births for educational enrolment 


_ however, 


up to 1975-76 is provided in Table 5. Total 
elementary school enrolments can be ex- 
pected to level off after 1970-71. This pat- 
tern will be repeated in delayed fashion at 
the higher education levels. Much depends, 
on the behaviour of enrolment 
ratios. At present, 15 per cent of 18 to 21 
year olds are enrolled as undergraduates and 
about 2.4 per cent of 21 to 24 year olds as 
postgraduates. Increases in the complexity of 
industrial technology are very likely to in- 
crease these ratios and offset the effects of 
the decline in birth rates on total post- 
secondary enrolment. 

The need to meet industrial demand for 
more highly skilled manpower and broaden 
the range of post-secondary education, re- 
sulted in the rapid development of the 
CAATS system. The outlook for future 
enrolment is likely to be about a 66 per cent 
increase in enrolment next year to reach 
close to 33,000 students as the institutions 
move into full operation. If the ratio of 
student enrolment moves up to 20 per cent 
of the 18 to 20 year age group by 1975-76, 
this would then produce a total enrolment of 
88,500 in that year. The Department of Edu- 
cation estimates that about 60 per cent of 
grade 12 graduates will continue to CAATS. 
If they stayed for an average of two years, 


10 xcluding assistance through the Ontario 
Universities Capital Aid Corporation and 
the Ontario Education Capital Aid Corporation. 


Budgetary Constraints to Policy Development 


Se eee 


there would be about 25 per cent of the 18 to 
20 year olds in CAATS or approximately 
110,000 by 1975-76. 

Along with the large increases in education 
enrolments projected to the mid-1970’s, 
there are also likely to be significant cost in- 
creases. The Ontario Institute for Studies in 
Education estimates that elementary school 
operating costs will increase by 5.3 per cent 
a year up to 1975 from a base of $483 per 
pupil in 1968, while secondary school costs 
will rise by 6.4 per cent from $1,027 per 


student. Similarly, university operating costs 
per student have been increasing at 6 to 8 
per cent over the long run. More recently 
per-student costs have grown at even higher 
rates; hence it is assumed that unit costs will 
rise at about 8 per cent per year over the 
period to 1975-76. Details of the joint impact 
of projected enrolment and cost increases 
are given in Table 5. Thus, total operating 
costs for universities are projected to increase 
by 196 per cent between 1967-68 and 1975- 


Table 6 — Projected Enrolment and Operating Costs of Various Educational Streams 


Bee LEN ee ee eee 


Percentage 
Increase 
from 1967-68 
1967-68 1968-69 1975-76 to 1975-76 

Universities 
Enrolment 79,089 87,900 126;500 59.9 
Operating costs per student 

(increase of 8% a year) $2,970 $3,231 $5,497 85.1 
Total operating costs (million) $234.9 $284.5 $695.4 196.4 
CAATS 
Enrolment! 19,437 25,000 44,000 126.4 
Enrolment? 33,000 110,000. — 
Operating costs per student 

(increase of 6.5% a year) $1,800 $1,917 $2,980 65.6 
Total operating costs! (million) $35.0 $48.0 $132:0 2773 
Total operating costs? (million) $63.3 $333.0 — 
Secondary Schools 
Enrolment 462,300 483,600 559,500 21.0 
Operating costs per student 

(increase of 6.4% a year) $1,027 $1,093 $1,687 64.3 
Total operating costs (million) $474.8 $528.6 $943.9 98.8 
Elementary Schools 
Enrolment 1,392,900 1,421,300 1,426,900 2.4 
Operating costs per student 

(increase of 5.3% a year)? $482 $508 Soo we Sileed. 
Total operating costs (million) $671.4 $722.0 $1,040.2 54.9 
Total Post-Secondary Enrolment! 98,526 112,900 170,500 Wael 
Total Post-Secondary Enrolment? 120,900 236,500 — 
Total Elementary and Secondary 
Enrolment 1,855,200 1,904,900 1,986,400 dies 


These figures are based on minimal increases in CAATS enrolment ratios. 


2The enrolment estimates under! may, however, be unrealistic, particularly since only 10 per cent of 
the relevant age group are assumed to be enrolled by 1975-76. As the text and Table 5 show, much 


higher enrolment ratios may be expected. Thus the figures under? provide a view of the 
implications of higher enrolment rates for total enrolment. 


3The estimates for cost increases for the various education levels are as follows: elementary schools, 


5.3 per cent estimate by OISE based on current operating costs and past cost trends; 
secondary schools, 6.4 per cent estimate OISE based on current operating costs 

and past cost trends; CAATS, 6.5 per cent based on Dept. of Education estimate of current 
operating costs which are projected to increase at the same rate as secondary school costs; 
universities, 8 per cent based on Dept. of University Affairs estimate of current operating 


costs and past cost trends. 


76, with those of CAATS rising by 277 per 
cent. Corresponding increases at the elemen- 
tary and secondary school levels will be less 
marked at 55 per cent and 99 per cent 
respectively. 


Refinement of the Province’s | 


Budgetary Process | 
The nature of the government’s commitments - | 


to established programs at any given time 
emphasizes the importance of developing a 
system that allows orderly changes in expen- | 
diture patterns over the course of several | 
budgets. To achieve this objective, the gov- | 
ernment is refining the province’s budgetary 
process through the introduction of prea 
budgeting. Briefly, the purpose of this sys- 
tem, which is relatively new for governments, | 
is to place increased emphasis on policy | 
objectives so that limited resources are used 
with maximum effectiveness and efficiency | 
in achieving those objectives. | 

The Ontario Government’s approach to} 
program budgeting is also based on the! 
recognition that government expenditures 
may have a number of different effects. These 
may be usefully divided into two groups: 

First, program effects are the direct advan-) 
tages which accrue from achieving the speci- 
fied objectives of a program. These may be! 
of a social, cultural or economic nature.| 
Some programs are mainly of a social and 
cultural nature, with secondary economic) 


; 


results of varying importance. Improved edu-' 
cation, health and public housing facilities: 
raise social and cultural standards, but also. 
serve to improve the physical skill and 
mobility qualities of the province’s man! 
power resources to meet technological anc) 
industrial change. On the other hand, the! 
effects of some programs are almost entirely) 
economic. Provincial and provincialls 
assisted road expenditures, for example, servt) 
to improve the competitiveness of Ontari 
industries by increasing efficiency in thi’ 
movement of goods and services. 

Second, apart from the specific economi 
effects of programs, total government expen 
ditures have an important effect on the ove!) 
all level of economic activity and employ. 
ment in the province. This total effect © 
related to the need for maintaining a propt 
balance between the growth of the publ 
and private sectors, which has already bee 
referred to. This process has two aspects. ] 
the long run, increased government expend 
tures on public facilities and services a) 
required if they are to meet the deman 


sociated with economic growth in the pri- 
te sector. In the short run, however, total 
vernment expenditures should, as far as 
ssible, complement rather than compete 
th the demands of industry for economic 
sources. This is the essence of a counter- 
clical fiscal policy. Thus, increased gov- 
ament expenditures designed to take up 
used manpower and other resources will 
ve the effect of maintaining employment 
economic growth during periods of rela- 
ely slack economic activity. But such in- 
“ase during periods of buoyant economic 
tivity may have the effect of drawing re- 
arces away from the private sector and 
jult in slower rates of industrial growth 
d increased price pressure. 
In recognition of the foregoing broad 
»nomic effects of government expenditures, 
SS program budgeting system is being 
veloped in association with a national 
counting framework. Thus the Ontario 
vernment hopes to develop basic tools for 
\ximizing expenditures benefits by allow- 
| all programs to be evaluated according to 
mmon standards, namely, their effective- 
a terms of specific objectives and their 
atribution to the overall requirements of 
: economy. This is a significant change in 
hasis from the traditional expenditure 
\luation and control which placed primary 
phasis on how much money is spent on 
h items as departmental salaries, travel 
maintenance. 
(he approach to government budgeting 
being developed in terms of a system of 
igrams and activities has a number of 
efits. First, management has a more 
opriate criterion for evaluating the effi- 
acy of resource-use in achieving specified 
tectives. Second, given program objectives, 
S Or overlaps in the component activities 
mn the range of departmental programs are 
>) likely to occur. Third, as needs and 
tectives change, programs can be more 
elily adjusted or discontinued because the 
ejtionship between costs and benefits be- 
oes more readily apparent. 
-yomplementing the categorization of ex- 
editures by program and activity is their 


division into the national accounting cate- 
gories of wages and salaries, goods and serv- 
ices, transfer payments, loans and interest on 
public debt. Further sub-grouping into classes 
of current and capital goods and services, 
type of transfer payments, for example, clari- 
fies what the economic effects of expenditures 
are likely to be. The effective relationship 
between inputs of various kinds and output- 
efficiency of government produced goods and 
services can then be analysed. The flow of 
funds between various parts of the govern- 
ment sector can also be analysed. The con- 
tribution by the government sector to real 
capital formation can be measured more 
accurately. 

Setting the provincial budget in a national 
accounting framework also makes the total 
impact of the government sector on the 
economy as a whole more apparent. The 
degree of impact can then be assessed and 
related to the growing demand for social 
goods and services with which the govern- 
ment is faced. 

Departments have made good progress in 
the task of grouping expenditures by pro- 
gram. All departments are now preparing 
five-year forecasts in which expenditure esti- 
mates will be grouped, both by program and 
by economic objects. These forecasts will be 
reviewed in the spring or early summer and 
become part of the regular budgetary cycle. 
Once the techniques of program budgeting 
and the use of a national accounting frame- 
work have been tested, they will be increas- 
ingly applied in the preparation of the 
Estimates. 

In co-operation with the Department of 
Civil Service, a training program is being 
devised to acquaint all levels of management 
with the concepts and techniques of program 
budgeting. 

To ensure compatibility, the definition of 
economic objects of expenditure is being 
undertaken in close co-operation with the 
Dominion Bureau of Statistics and with 
reference to the federal expenditures coding 
system. Placing the provincial budget in a 
national accounting framework will improve 
the accuracy of provincial figures in the 


National Accounts. This in itself is a contri- 
bution to more accurate economic and finan- 
cial analyses of the nation’s economy. 

The refinement of the province’s budgetary 
process will also contribute to improved 
priority planning between levels of govern- 
ment. The need for improved intergovern- 
mental priority planning and for co-ordinated 
fiscal policy has already been discussed in 
this paper. It is now widely recognized. 

In its Fourth Annual Review, The Econo- 
mic Council of Canada stated “ .. . it is 
essential to have more effective co-operation 
and co-ordination among the three levels of 
government in regard to . . . the pace of 
overall expansion of government spending; 
the appraisal of purpose, costs versus bene- 
fits, and consistency of objectives and results 
and the setting and reviewing of priorities .... 
The exchange of statistical and other factual 
information is absolutely essential for appro- 
priate co-operation and review along these 
lines; the present exchange of information is 
not adequate to these needs.””!! 

The Smith Committee also pointed out 
that federal-provincial and inter-provincial 
fiscal policy planning has now become a vital 
necessity and that, to achieve it, appropriate 
technical expertise must be available to 
governments. !2 

Ontario is the first province to attempt the 
combined implementation of program bud- 
geting and a national accounting framework. 
Given the objective of compatibility with the 
federal expenditures classification, this is 
already a contribution to the more meaning- 
ful exchange of factual information on which 
co-ordinated fiscal policy decisions must be 
based. It may also prove to be the initial 
step towards the nation-wide use of techni- 
cally compatible figures, so important to the 
task of achieving co-ordinated fiscal policy 
planning in a federal state. Given the size of 
our budget and the significance of our expen- 
ditures to the national economy, it is fitting 
and proper that these measures should have 
been taken first in Ontario. 


11Economic Council of Canada, Fourth Annual 
Review (Ottawa: Queen’s Printer, 1967), p. 264. 
12Smith Report, Vol. 1, pp. 25 and 72. 


Selected Economic Indicators 
Leading Indicators 


Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) 


New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) 


Business, Industrial and Engineering Construction Contracts, Ontario 
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Housing Starts in Centres of 10,000 Population and over, Ontario (Seasonally Adjusted at Annual Rates) 
—— Quarterly 
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Coincidental and Lagging Indicators 


Average Yield of 3- Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) % 
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Employment, Ontario (Seasonally Adjusted) 
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Index of Motor Vehicle Production, Canada (1949 = 100, Seasonally Adjusted) Index . 
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About the Review 
The feature article for the September- 
October edition of the Ontario Economic 
Review summarizes a pilot study on 

the pattern of consumer expenditures at 
provincial and regional level. 

The textual and statistical material for this 
study was developed in the Economic 
Analysis Branch as part of a continuing 
econometric program designed to provide 
detailed quantitative analyses of major 
sectors of the Ontario economy. This study 
represents the first of a series of monographs 
devoted to the development of economic 
data at provincial and sub-provincial level to 
provide the basis for the design of an 
econometric model for the Province of 
Ontario. 

The article was prepared by Mr. R. H. 
Frank, Director of the Economic Analysis 
Branch together with Mr. I. M. Rash of 
the unit’s econometric section within the 
Economic and Statistical Services Division. 


Expenditures at Provincial 


Indicator Charts, Pages 14-16 
Fluctuations in aggregate economic activity —} 
commonly used to define business cycles — d¢ 
not necessarily correspond with fluctuations » 
in the individual activities which make up 
the aggregate. Instead different indicators | 
of economic activity may vary with respe 
to both their rates of growth and the timin 
of their peaks and troughs: some may 
grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the | 
overall economy. The charts on pages 14-16’ 
in the Ontario Economic Review present 
a number of these leading indicators, as well | 
as several which are coincidental to or | 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various! 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuation 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic’ 
scales with one and two cycles respectively | 
over a given vertical distance) — only the ! 
logarithmic scales can be used to compare! 
relative changes in different indicators. An’ 
this applies only when all series being | 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact | 
rate of growth being determined by 
the slope of the line. 


usiness activity seems to have accelerated 
oderately in the second quarter of 1968 
ter two years of slow growth. However, the 
‘onomy still is running well below capacity 
is indicated by an unemployment rate 
_ above 4.5 per cent for the first six 
nths. This is the highest rate experienced 
r almost four years. In May and June the 
1employment rate turned up sharply fol- 
wing an unusually large influx into the 
dour force of students seeking summer jobs. 
if June rate of unemployment seasonally 
justed was 5.5 per cent of the labour force. 
the same month total employment was 
ree per cent higher than a year earlier as 
\posed to a year-to-year increase of about 
ur per cent in June 1967 when the season- 
y adjusted unemployment rate was 4.2 per 
nt. 

The main force behind the Canadian ex- 
msion in recent months has been exports 
Lf for the first half of 1968 have risen by 


| 


1 


iproximately 16 per cent over the same 
tiod last year, while imports have risen by 
is than 10 per cent. As a result the mer- 
andise trade surplus widened sharply to 
‘er $500 million from $155 million for the 
ime period in 1967. The increase in exports 
1s almost entirely accounted for by ship- 
nts to the United States, which rose by 
er 25 per cent. Such a high rate of growth 
} exports cannot be expected to continue 
ce the majority of the increase was in- 
lenced by the prolonged copper strike in 
» United States, stock-piling of steel in 
‘ticipation of a possible strike and a sharp 
i? in exports of automobiles and parts under 
 Canada-United States Automobile Agree- 
int. 

Canada’s strong merchandise export trade 
s been sustained despite problems in wheat 
irketing. Canada’s share of total wheat 
ports of the four major countries involved 
(such trade has fallen to 20 per cent from 
| per cent in the previous crop year. Not 
ly have no additional orders been placed 
| Russia and China but wheat exports to 
iditional customers such as Britain and 
pan have also declined. At the turn of the 
Pp year on July 31, Canada had approxi- 
‘ tely 670 million bushels of unsold wheat, 
I: largest carry-over in a decade and second 
ly to the carry-over of 733 million bushels 
(1957. 

Moreover, the Dominion Bureau of Statis- 
is estimates the 1968 wheat crop at 649 
‘(lion bushels, considerably above the ten- 


‘at average of 540 million bushels. How- 
} 
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ever, there is some hope for improvement in 
the coming year since the U.S.S.R. may need 
to augment current purchase commitments 
as a result of severe drought in the wheat belt 
of central and eastern Europe. 

Additional problems have been created by 
persistent heavy rains throughout most of 
Western Canada. Since the grain handlers’ 
strike on July 15 any eastward movement of 
wheat to St. Lawrence elevators has been 
stalled and with existing storage facilities now 
utilized to capacity much of the crop remains 
unharvested. The Federal Department of 
Agriculture estimates that due to wet weather 
the crop quality has deteriorated rapidly and 
since August 15 as much as 100 million 
bushels of the prospective yield may have 
been lost. With rain continuing further losses 
are estimated at 30 million to 40 million 
bushels a week. To the farmers who are paid 
for their grain when it is delivered to local 
elevators the present loss of over 100 million 
bushels represents a financial loss of up to a 
$1.50 per bushel or in excess of $150 million. 
Losses in quality of that wheat still suitable 
for harvesting are estimated to be as high as 
fifty cents a bushel which means that in 
Saskatchewan, where the rains were heaviest, 
farmers will be marketing much of their wheat 
at one dollar a bushel or less. This will mean 
substantially reduced incomes for many farm- 
ers and consequently business across the West 
will suffer resulting in similar repercussions in 
eastern Canada. 


Taxation in Ontario: A Program for Reform 
On September 16th the Select Committee of 
the Legislature on the Report of the Ontario 
Committee on Taxation presented its findings 
in a 314-page document entitled “Taxation 
in Ontario: A Program for Reform.” The 
Select Committee, appointed on May 31st, 
1968, to study the 347 recommendations of 
the Smith Committee’s report, reached its 
decisions after two months of public hearings 
in Ontario’s major cities and a month of in 
camera deliberations. 

The proposed program for reform com- 
prises three main departures from the recom- 
mendations of the Smith Report. Unques- 
tionably, the most radical of these departures 
is the recommendation to substitute income 
tax credits for exemptions from the Retail 
Sales Tax (e.g. food and children’s clothing) 
and for the present basic shelter exemption. 
In the field of real property tax the Select 
Committee moved to reduce the tax burden 
on residential property by endorsing the 
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Smith Committee’s recommendation to 
abolish the split mill rate and advocating a 
reduction in the proportion of taxable assess- 
ment to actual assessment for residential 
property from 0.70 (which was recom- 
mended by the Smith Committee) to 0.60. 
The decision to recommend this reduction in 
the tax burden on residential property was 
prompted by testimony at the public heaxings 
which indicated that the adoption of Smith’s 
package of proposals concerning the taxation 
of real property would increase the burden 
of tax on residential property relative to the 
burden on commercial and industrial pro- 
perty. 

In its third major departure, the Select 
Committee substantially modified the Smith 
Committee’s recommended formula for pay- 
ments by the Ontario government to mining 
municipalities. A new equalization grant for 
ordinary mining municipalities, determined 
by multiplying the per capita fiscal impair- 
ment of the municipality by its population 
and then by its mill rate, was advocated. 
Fiscal impairment was defined by the Select 
Committee as the difference between the 
average per capita assessment for the pro- 
vince as a whole and the per capita assess- 
ment in the mining community in question. 
In contrast to the Select Committee, the 
Smith Committee had defined fiscal impair- 
ment as the “amount needed to make the 
community’s ratio of commercial and indus- 

“trial assessment to total assessment equal to 

that same ratio for similarly situated non- 
mining municipalities.” In conjunction with 
redefining fiscal impairment the Select Com- 
mittee rejected the Smith Committee’s re- 
commendation to reduce fiscal impairment 
by the proportion of resident mining em- 
ployees to the number of all employed per- 
sons in the community. Finally the Select 
Committee suggested that equalization pay- 
ments could be extended to all fiscally im- 
paired municipalities in the province. 

The Select Committee’s revised formula 
for mining revenue payments applies both to 
ordinary mining communities and to a new 
class of mining municipality which it labelled 
mining-industrial municipality. Mining-indus- 
trial municipalities would levy a real property 
tax on the processing facilities of mines 
within their boundaries; consequently their 
dependence on payments from the province 
would be reduced and possibly eliminated. 
However, if the per capita assessment of a 
mining-industrial municipality remained be- 
low the provincial average after including its 
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assessment of processing facilities, it would 
receive an equalization grant as well. An 
example of a mining-industrial municipality 
would be an amalgamated Sudbury and 
Copper Cliff. 

Other recommendations of the Select 
Committee which differ from those in the 
Smith Committee’s report include: 

1. A recommendation that corporation 
and personal income taxes bear a higher 
share of Ontario’s future revenue needs than 
suggested by the Smith Committee. 

2. A recommendation for a new grad- 
uated business occupancy tax based on tax- 
able assessment ranging from 10 per cent to 
50 per cent of the increment of assessed 
value of the real property — in contrast to the 
Smith Committee’s recommended flat rate 
business tax based on 50 per cent of assess- 
ment. 

3. A definition of a working farm, to 
enable municipal assessors to distinguish 
between property for agricultural operations 
which is to be taxed on 40 per cent of assess- 
ment and residential and business properties 
which are to be taxed on 60 per cent of 
assessment. ! 

4. An immediate start on a four-stage pro- 
gram for implementation of regional govern- 
ment, beginning with discussions at the 
municipal level and supervised by a special 
branch of the government. 

5. A modification of the Smith Commit- 
tee’s proposals for taxation of resource-based 
industries. 

6. A recommendation to increase the 
succession duty exemption for widows to 
$90,000 from the present $75,000 and to 
extend it to include all widowers. 

While the Select Committee’s report con- 
tains a number of departures from the Smith 
Committee recommendations, the latter can 
by no means be shelved at this time. Indeed, 
the majority of the Smith Committee’s 347 
recommendations were adopted either out- 
right or with some modification by the Select 
Committee. Moreover, much of the Select 
Committee’s discussion assumes a knowledge 
of the Smith Committee Report. Of greatest 
importance however is the fact that the Smith 
Committee Report remains the only com- 
prehensive primary research on taxation in 
Ontario and for that reason will continue to 
provide the background material for assess- 
ing the implications of the recommended 
policies of the Select Committee. 

There are four stages to the Ontario 
government’s program to modernize taxes. 


The first and longest stage was the Report of 
the Smith Committee itself. The second step 
terminates with the Select Committee’s Re- 
port. In the third stage, the government will 
prepare its White Paper on taxation in 
Ontario. Finally, proposed legislation will be 
debated in the Legislature. 


ECC: The Fifth Review 

The fifth annual review of the Economic 
Council of Canada makes an urgent plea for 
the equitable sharing of rising incomes and 
the eradication of poverty in Canada. 

A 37-page chapter devoted to the prob- 
lem of poverty begins: Poverty in Canada is 
real. Its numbers are not in the thousands 
but the millions. There is more of it than 
our society can tolerate, more than our 
economy can afford and far more than exist- 
ing measures and efforts can cope with. The 
Council estimates that one Canadian in five 
suffers from poverty and insists that the 
elimination of poverty be made a major 
national goal. 

The ECC report, released in September, 
makes a second strong recommendation: use 
science and technology as tools for the pur- 
suit of political, economic and social goals. 
It says, ““No task is more important for im- 
proving Canada’s innovative performance 
than to strengthen the capabilities of 
Canadian management to understand and 
manage technological change and the inno- 
vative process.” (Innovation is described as 
the diffusion of existing technology. ) 

This is the first time the Council has so 
carefully described the problems of poverty 
and technological change. This is also the 
first time that one particular recommenda- 
tion holds true in every chapter — that is, the 
need for better information, research and 
techniques of analysis. 


Poverty 

Defining low-income families and individuals 
as those using 70 per cent or more of their 
incomes for food, clothing and shelter, the 
Council estimates that in 1961 some 916,000 
non-farm families and 416,000 individuals 
were living below these levels. The total 
number of persons involved was 4.2 million. 
Of these, 83 per cent lived elsewhere than in 
the Atlantic Provinces; 53 per cent lived in 
Ontario and the Western Provinces. The 
condition of Indians, Eskimos and Metis is 
particularly serious, but poverty is by no 
means confined to these groups. 
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“There now are some important gaps i 
the information and analysis required to con 
duct a truly comprehensive attack on povert) 
in Canada,” the Council says. Filling thesi 
gaps by extensive research is essential. 

Near-term measures should immediateh 
be effected to fight poverty. These include 
government review and clarification of exist 
ing social policies; exploitation of the an 
poverty potential of the Canada Assistan 
Plan; and setting up a Senate Committee 
enquire into the problem. A_longer-te 
strategy proposed by the Council is that t 
advantages and disadvantages of new pro 
posals such as a negative income tax and 
minimum income guarantee be thoroughl 
examined. “To be consistent with our pr¢ 
posed emphasis on helping those most i 
need, this would involve the establishment c 
acceptable minimum standards of living f¢ 
families and individuals in Canada.” j 

Along with welfare and related soci 
policies the Council would study regio 
and other economic development progra 
affecting rates of growth in the econo 
Regional balance, like the elimination 
poverty, is part of the Council’s goal ¢ 
achieving an equitable distribution of risin 
incomes. ; 

Federal economic policies with region 
implications have had an inconsistent impat 
on the lagging regions, the Council say! 
There has been no significant narrowing (’ 
regional income disparities. The Counc 
suggests that regional development guidelini 
to be followed should include: improving tl 
utilization of manpower resources; raisit 
the productivity level within each region; ar’ 
assuring the expansion of growth-relaté 
public services. 


Science Policy 
The wave of technology following the Secor 
World War has created the need for a scien’ 
policy — a policy that can systematically ¢ 
ganize and apply existing knowledge 
achieve practical ends. To make this poli. 
work, Canada must first strengthen unive 
sity business education. U.S. universiti 
have been graduating four times as ma. 
business and commerce students (per 1,0! 
of population) as Canada at the B.A. lev 
At the graduate level the ratio is 7 to 1. 
Canada’s total outlay in Research a) 
Development will be $1 billion in 19) 
which is smaller than that of many oth’ 
advanced, industrialized countries. Howew, 


a 


1Note that business properties are subject to the 
additional graduated business occupancy tax. 


: 
& D by itself may add nothing to economic 
‘owth. It is the innovation process — which 
‘ings new products, processes and services 
to use — that contributes to growth. Thus 
e role of innovation should be recognized 
"a science policy. The environment for 
novation is created by information ex- 
ange between technologically oriented uni- 
sities and industry, manpower retraining 
i by speedily and effectively transferring 
chnological knowledge throughout the 
nomy. 
‘The Council says Canada now requires a 
herent strategy to co-ordinate and blend 
2 scientific, technological and innovative 
abilities of government, the scientific 
immunity, business and the universities. 
ie Council itself is now examining the 
i ining and development practices of Can- 
an management and _ factors 
He sement performance. 
\Canada’s technological efforts in industry 
puld be strengthened but only in fields 
were Canada has a competitive advantage. 
a should support the resource indus- 
2s and should seize opportunities arising 
t of world demands for technological pro- 
icts especially those which happen to suit 


4 


affecting 


nadian industrial capabilities. 

The Council also stresses efforts in social 

ences. It repeats a plea made in the fourth 

view to apply first-class scientific minds to 

colve the problems of rapid urbanization. 
ch more could be done in transportation, 

lee. air and water pollution, noise and 


recreation to improve the human environ- 
ment. 

Closely related to the need to develop a 
science policy is the need to understand the 
causes and consequences of the changing 
structure of the Canadian economy. Of the 
total employment increase of 2.5 million in 
Canada from 1946 to 1966, some 2.1 million 
of the new jobs were in the service industries. 
(Today about 60 per cent of the labour force 
is in the service industries.) Since most jobs 
in service industries do not face much inter- 
national or domestic competition, it is diffi- 
cult to measure efficiency. Improved in- 
formation on output and productivity in the 
service industries would increase knowledge 
of productivity performance and help in 
formulating policies for individual industries. 


Economic Performance 

Canada’s performance in relation to goals 
set for the medium-term future fell behind 
last year. In contrast with the 1961-1966 
period, the expansion of employment oppor- 
tunities has not been rapid enough. Un- 
usually high rates of increase in prices and 
costs, manufacturing wages and interest rates 
have not been accompanied by equal in- 
creases in productivity. The consumer price 
index went up 4 per cent in both 1966 and 
1967. This is inconsistent with the Council’s 
goal of price stability, and higher than price 
and cost increases in the United States. Busi- 
ness investment has declined since 1966; this 
must be expanded. Over the medium-term 


future, Canada needs a growth rate some- 
what slower than in 1961-66 but higher than 
it has been in 1966-67. 

Performance in comparison with other 
industrially advanced countries was average 
in the 1950-62 period, the Council says, with 
two-thirds of real income gains generated 
from increased labour and capital inputs and 
a third from factor productivity. Although 
increases in labour and capital will continue 
to be important, the quality of inputs must 
be improved in future through investment 
and education. Substantial improvements 
can also be made in expanding international 
markets. 

In agricultural labour productivity, Canada 
has not kept up with the U.S. although labour 
productivity has tripled in the last two 
decades. Average farm incomes still trail be- 
hind average non-farm incomes. This is 
partly because of a 30 per cent higher 
machinery input per farm worker in the U.S. 
and because of more sophisticated crop and 
livestock yield technology. Between 1947 
and 1965 higher yields accounted for 170 per 
cent of the expansion in U.S. crop produc- 
tion but the comparable figure in Canada 
was only 70 per cent. 

The Council recommends that research 
funds be increased to improve Canada’s low 
ranking in wheat yield per acre and livestock 
production. Improved yield technology must, 
however, be accompanied by increased 


“mechanization, increased average farm size, 


expanded markets and better market or- 
ganization. 


The Pattern of Consumer Expenditures at Provincial 
and Regional Level 


Introduction 

While data on consumption expenditures at 
national level are published on an annual as 
well as on a quarterly basis by the Dominion 
Bureau of Statistics, comparable statistics for 
the provinces are not available. As consumer 
expenditures constitute a major economic 
variable of strategic importance in the de- 
velopment of an Econometric Model and the 
design of an Input-Output table for the 
Ontario economy, the statistical decomposi- 
tion of the national time series represents a 
first step toward the development of an ade- 
quate data base for quantitative economic 
analysis. 

Annual series on consumer expenditures 
by province were developed for the period 
1957-1967. The time series for Ontario was 
further disaggregated on a spatial and tem- 
poral basis to obtain data for the 10 econo- 
mic regions and a quarterly provincial series. 
In view of the importance of consumer 
spending as an economic indicator, a fore- 
casting equation was designed for the predic- 
tion of consumer expenditures in Ontario. 

The first section of this study describes in 
detail the estimation procedure for the de- 
rivation of annual data on consumer expendi- 
tures for the provinces and Ontario’s ten 
economic regions. The statistical series for 
the provinces and for the regions of Ontario 
are analysed on a comparative basis to 
evaluate inter-provincial and inter-regional 
differences in the pattern of consumer spend- 
ing. 

An independent estimation procedure, de- 
signed to provide control estimates for the 
series developed in Section I is examined in 
the second part of the report. The results of 
the test comparison indicate that the esti- 
mated series are statistically unbiased and 
consistent. 

The final section summarizes the analyti- 
cal techniques utilized in the temporal dis- 
aggregation of the annual series for Ontario 
into quarterly data. An auto-regressive equa- 
tion designed for short-to-medium term fore- 
casting is presented and supplemented with 
specific forecasts of consumption expendi- 
tures during the first three quarters of 1968. 


ESTIMATION AND ANALYSIS OF 
TIME SERIES AT PROVINCIAL 

AND REGIONAL LEVEL 

The development of reliable statistical time 
series on consumer expenditures in Ontario 
and the constituent economic regions is of 
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major significance in view of the strategic 
importance of this variable both for struc- 
tural analysis and policy planning. Reflecting 
the increasing need for detailed regional 
data, consumer expenditures at subprovincial 
level were estimated through application of 
advanced statistical decomposition tech- 
niques. 

The estimation of consumer expenditures 
by province is, conceptually, a problem of 
spatial disaggregation of the national time 
series. The process of disaggregation is facili- 
tated by the availability of series on econo- 
mic key variables such as personal disposable 
income and retail sales at provincial level. A 
substantial amount of available collateral in- 
formation was utilized to ensure a high de- 
gree of reliability of the statistical estimates. 

The technique adopted for the decomposi- 
tion of the national time series was selected 
under the statistical criterion of optimal con- 
sistency and efficiency after extensive testing 
of alternative estimators. In addition, the 
estimation procedure was designed to mini- 
mize the time lag between the publication of 
input data and the availability of output 
series to secure maximum timeliness. 

The estimates presented form the basis of 
a comparative analysis of differential growth 
patterns of consumer expenditures at pro- 
vincial and sub-provincial level. 

Preliminary to the exposition of the 
analysis, the notation adopted in this study is 
introduced: 


C, : Consumer expenditures on goods and 
services at national level 

N,, : Population of Canada 

Y,, : Personal disposable income, Canada 

C,i: Consumer expenditures on goods and 
services in province i 

pi: Population of province 1 

pi. Personal disposable income for 
province i 


For the economic regions of Ontario: 


C,;: Consumer expenditures on goods and 
services inregion j 
N,;: Population of region  j 
Y,;: Personal disposable income for 
region j 
As economic theory, supported by detailed 
empirical evidence, suggests that personal 
disposable income constitutes the major de- 
terminant of consumer expenditures, a linear 
equation relating these variables on a per 
capita basis was specified: 


Oar Net = ao + ay Mor Nor 


—. 


which can be transformed to: 
Cri = aNpi + ay Ys oe ses (1) 


Summing both sides of equation (1) over 
the index i yields: 


x OR: x Npi + a p2 Your 


ie. et = ao N, + a, Y 
using the identities 


S. cee 3 
i i 
and 2 Yu = Ye } 
5 
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A similar janonale underlies the derivati 
of estimating equations for consumer ¢ 
penditures in the ten economic regions ( 
Ontario: 


Go Ns — b, + b; Yo Na 
C,; = BNy + bi Yu ke | 
\ 


Summing over the index j: 


cea 
j j j 


J 
ie. Ce = b, N, + b, Yp alr | 


> Cr Cp; 2 Ny = — Np; > Y= aa Yy 


hae (2) and (4) were ere 
estimated on the basis of data for the obser 
vational period 1957-1966 and the resultat 
parametric information was utilized in cor 
junction with equations (1) and (3) 1 
arrive at time series on consumer ae | 
tures by province and region. 

The numerical estimates of the paramete’ 
are presented in equations (2a) and (4a): 


4 


C, = 0.1011 N, + 0.8613 Yu 


(0.0011) (0.0005) | 
R2— 0,998  .. a 

C, = 0.09723 N, + 0.86337 Y, | 
(0.00113) (0.00055) | 
R2—0.999 . 


The parameters of both equations are st: 
tistically highly significant as reflected 
their extremely small variances, while t 
high values of the respective R? statisti 
are indicative of the explanatory power — 
the selected independent variables. The h' 
torical time series derived by simultaneo: 
application of the equation system (1, 2a, . 
4a) are presented in Tables 1 and 2, wh 
percentage distributions based on these dé 
appear in Tables 3 and 4. 


ee ar 


[able 1 — Consumption Expenditure by Province, Canada, 1957 to 1967 


| 1S 7 158 TOSS 5 cONN MIS CI P1962 eeni963 9 1964Ee 1965) 1966 19673 
$ Billion 


Newfoundland 0.310 0327 0.344 0.368 0.396 0.413 0.443 0.473 0.524 0.578 0.627 
>rince Edward Island 0.072 0.082 0.087 0.095 0.093 0.102 0.107 O1t9 0.133 0.133 0.151 
Nova Scotia 0.657 0.691 0.728 Oe Si, O77 Oi 0.833 0.871 OTS 0.986 P0358 1.126 
New Brunswick 0.474 0.492 0.516 0.554 0.575 0.607 0.634 0.688 0.751 0.802 0.873 
Quebec 5.031 Oe) J.D03 3:07 1 6.293 6.709 7.063 RSIS: 8.260 8.894 D730 
Intario do22 8.472 8.823 Oe 152 SIZ ee LO 109 SOW SOe ee teem 2).450) eats. 5558 14578 
Manitoba O95 1.105 1.143 1.198 P90 1.341 13357 1.448 1537 1.636 ME) 
askatchewan 0.906 0.983 1.034 1.186 0.989 1361 1.494 1.349 1.578 1.786 L772 
\lberta 1.436 1.609 1.665 1.729 1.825 15995 2.099 ZNO 2.412 ZALES 2.907 
sritish Columbia? Zl 73 2.267 2.374 2.444 2.530 2.673 2.002 3.046 3.411 351.67 Skew) 
yanada (computed ) 199765) 20405 22.297 23.354 24194 26.143 27.700 29204 32.044 34.904 37.534 
vanada (DBS) 20.072 21.245 22.591 23.540 24.466 25.926 27.487 29.666 32.063 34.840 37.714 


Preliminary estimates. 
'ncludes Yukon and the Northwest Territories. 
) 


} 
rable 2 — Consumption Expenditure by Region, Ontario, 1957 to 1967 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 19671 
| $ Billion 
fetropolitan 3.184 3.486 BDZ 3.747 3.977 4.213 4.520 4.800 5.230 5.761 6.224 
liagara 1.086 1.106 (LAA 1.186 12223 ESO 1.406 iSO} 1.637 1.762 1.892 
‘astern Ontario 0.836 0.893 0.941 0.990 1.047 1.102 1.164 222 1.320 1.456 1.566 
lortheastern Ontario 0.604 0.615 0.651 0.664 0.664 0.695 0.700 0.718 0.758 0.795 0.828 
‘ake St. Clair 0536 - 01557 0.589 0.609 0.596 0.642 0.695 0.746 0.861 0.902 0.973 
ake Erie 0.412 0.480 0.509 0.527 0.547 OS7i 0.629 0.655 0.714 0.793 0.857 
fid-Western Ontario 0.417 0.438 0.465 0.489 0.499 0.550 0.597 0.643 0.701 0.776 0.842 
ake Ontario 0.318 0.340 0.354 0.358 0.363 0.394 0.419 0.432 0.470 0.506 0.540 
forthwestern Ontario 0.278 0.281 0.285 0.295 0.298 0.306 0.305 0.324 0.352 0.359 0.375 
leorgian Bay OWS 0.276 0.286 0.287 0.298 0.326 0.345 0.376 0.409 0.446 0.481 
Bince EQED 8.472 8.823 9.152 Orly 10.109 10.780 AL as (DAD ISDS 14.578 


\) LL LLL LLL LL ———————— 
?reliminary estimates. 

\ 
\ 


fable 3 — Percentage Distribution of Consumption Expenditure by Province, Canada, 1957 to 1967 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 
‘ewfoundland 1.5 Te 1.5 1.6 1.6 1.6 1.6 1.6 1.6 1.6 ey 
ince Edward Island 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 
‘ova Scotia Ae AO} 3.3 2) 33 30) 3.1 an a 3.0 3.0 
lew Brunswick 2.4 we Os 2.4 2.4 25 2s 2.4 D3 2.3 23 
(uebec 259 Del, 25.0 OA 26.0 Oe 25.5 25.9 25.8 25.5 25.9 
intario 39.6 39.6 39.6 39.2 39.3 38.7 38.9 39.1 38.9 38.8 38.8 
lanitoba 5.0 5.2 Sal 5.1 4.9 5.1 4.9 5.0 4.8 4.7 4.8 
askatchewan 4.5 4.6 4.6 5.1 41 5.2 5.4 4.6 4.9 5.1 4.7 
berta pe: 15 7.5 7.4 TS 7.6 7.6 TS 7.5 7.8 7.8 
ritish Columbia 10.9 10.6 10.7 10.5 10.5 10.2 10.3 10.4 10.7 10.8 10.6 
‘anada (computed) 100.0 100.0 100.0 100.0 100.0 1000 1000 100.0 °#100.0 100.0 41000 


ere ee ee er ee ee ee ee a See 


__ eee 
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Table 4 — Percentage Distribution of Consumption Expenditure by Region, Ontario, 1957 to 1967 


1967 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 

Metropolitan 40.2 41.1 40.5 40.9 41.8 41.7 41.9 42.1 42.0 42.5 ut 
Niagara 13.7 13.0 Leo 13.0 12.9 13.0 Eel. 1322 $322 13.0 13.0 
Eastern Ontario 10.5 10.5 10.6 10.8 11.0 10.9 10.8 10.7 10.6 10.7 10.7 
Northeastern Ontario 7.6 vos 7.4 Tes 7.0 6.9 6.5 6.3 6.1 5.9 5.7 
Lake St. Clair 6.8 6.6 6.7 6.7 6.3 6.4 6.5 6.5 6.9 6.7 6.6 
Lake Erie ae aay 5.8 5.8 5.8 5.6 5.8 Del, Sup 5.8 5.9 
Mid-Western Ontario D8) D7 S83: Da 522 5.4 aD SG 5.6 San 5a 
Lake Ontario 4.0 4.0 4.0 3.9 3.8 3.9 Be) 3.8 o.0 3. 3.7 
Northwestern Ontario 6 Re 33 a2 32 Sal 3.0 2.8 2.8 2.8 ped | 2.6 
Georgian Bay 3.2 35 3.2 Bal Sek 352 3.2 333 33 Bid 3.3 
Province 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Estimates of consumer expenditure by prov- Newfoundland: Cy. = —0.05829 -— 0.08817 Cy 2 = a 
ince for 1967 and by region for 1966 ana (0.00002 ) f 
1967 are preliminary as data on personal Prince Edward Island: C, = —0.00927 + 0.00426 C, = 0.971 
disposable income at provincial and regional (0.00005 ) p 
level are not yet available. In order to elimi- Nova Scotia: C, = 0.14503 + 0.02602 C, R2 — 0.994 
nate the recurrent time-lag in the publication (0.00003 ) 
of income data, a set of equations was devel- New Brunswick: Co == 0.01058 -— 0:02736:G, R*>09 
oped formalizing the procedure for arriving (0.00001 ) 
at preliminary estimates. Quebec: C; = —0.29999 + 0.26596 C, R2= 0.9 

Equations of the form ; (0.00003 ) | 

age i Ontario: Cs = _,0.31499 + 037818 C, R2 = 0.99% 
Cra Wb. at 1 1,2. ©. 10) * 0.00003) 
were estimated for each of the provinces on ~— Manitoba: C; = 0.19561 + 0.04198 C, R2 — 0.98¢ 
the basis of data for the period 1957-1966 (0.00000 ) | 
where C; and C, denote consumer expendi- —_ Saskatchewan: Cx 2010571 2 10,02425 G7 053931 2 — 0.968 
ture on goods and services in province i and (0.00843 ) (0.12078) | 
at national level respectively. Reflecting the = Ajberta: Cy = —0.17198 + 0.08165 C, 2— 0.99 
wider fluctuations of consumption expendi- (0.00001 ) 
tures in Saskatchewan due to the pronounced —_ British Columbia: Ci, = 0,05728 2010923 C, R2 = 0.98¢ 
volatility of farm income, the relevant equa- (0.00002 ) | 
tion for Saskatchewan was specified as | 
Cs = ag + bgC, + cFn + € 
with Cs; and C, representing consumer ex- — Metropolitan: C, = —0.38240 + .045319 C, R2 = 0.99 
penditure in Saskatchewan and in Canada (0.01608) 
respectively while F,, denotes the net income Niagara: C. = 0.04241 + 0.12686 C, R2 = 0.98 
of farm operators from farm production in (0.00003 ) 
Canada. Eastern Ontario: C3; = —0.00272 + 0.10762 C, R2 = 0.99) 

Estimates of the parameters for the gener- (0.00001 ) 
alized provincial equations are shown in the —_— Northeastern Ontario: Ca =. 035353 470.03257°C, R: 
following synopsis. (0.00001 ) 

Similarly, for each of the ten economic Lake St. Clair: C; = —0.02834 + 0.06866 C, R: 
regions of Ontario equations of the general- (0.00003 ) 
ized form Lake Erie: Cs = —0.05644 + 0.06264 C, R2 = 0.98 
ee, 4k tp SAO eee) . Ce 

Mid-Western Ontario: C; = —0.11076 + 0.06539 C, R2 = 0:99 

were estimated for the observation period (0.00000) 
1957-1965 with the symbols C; and C, Lake Ontario: C.. =  50.05629 10.033 18 6 R2 = 0.99 


representing consumer expenditure in region 


j and in Ontario respectively. Northwestern Ontario: Cy = 99015184 45001531.C- R: 
Numerical values of the parameters of the (0.00000 ) 

regional equations are also presented in sum- Georgian Bay: Cio = —0.02393 + 0.03463 C, R: 

mary form. (0.00000 ) 


(0.00000 ) 


ee 


1 Represents the stochastic term in the regression 
equation. 


_ The extremely small variances of the para- 
veters in all the equations reflect the high 
gree of statistical reliability and _ signifi- 
ace while the values of the coefficients of 
>termination imply minimal residual varia- 
on of the derived estimates. 
The temporal characteristics of the prov- 
cial and regional series were analysed on 
ie basis of their respective percentage dis- 
ibution by regressing the relative shares on 
e time variate and applying the standard 
tests of significance to the result- 
it parameters and coefficients of determina- 
on. Examination of the provincial distribu- 
pn, shown in Table 3, reveals considerable 
imporal stability in the relative shares of the 
fovinces, whereas, reflecting wide variations 
regional income growth and other differ- 
(tial factors, the distribution pattern for the 
ia economic regions of Ontario, shown in 
able 4, is characterized by a significant de- 
ne in the relative share of some regions 
Northwestern and Northeastern) accom- 
nied by offsetting increases in more dyna- 
lc areas. 
|As consumer expenditures per capita con- 
stute an important indicator of the stage of 
ivelopment reached by an economic unit, 
ovincial and regional series on consumer 
spenditures per capita were computed and 
i2 presented in Tables A-1 and A-2 of the 
‘spendix. While it is recognized that con- 
mt dollar values of the variable would be 
pre appropriate for comparative analyses, 
12 unavailability of suitable price indices 
IS precluded deflation of the series which 
2 shown in current dollars. 
Annual rates of growth of consumer ex- 
ynditures per capita by province and by 
(ion are shown in Table 5. Over the period 
57-1967, the growth rates for all prov- 
tes with the exception of Ontario and 
sitish Columbia exceeded the national aver- 


age. Among the economic regions of Ontario, 
the Niagara, Metropolitan, Northwestern 
and Northeastern regions experienced rates 
of growth lower than the provincial rate dur- 
ing the same period. 

As the structural dependence of consumer 
expenditures on personal disposable income 
is an important tool in the analysis of the 
macro-dynamic behaviour of economic sys- 
tems, consumption functions for the prov- 
inces and for the regions were statistically 
estimated. 

On the basis of the series developed in this 
study equations of the form: 


Cy = ai + BY): + Bye) 
Cu = aj + bi Yr +. & io 6 (6) 


were estimated for the provinces and Onta- 
rio’s ten economic regions and the numerical 
values of the parameters aj, b, are presented 
in Tables A-3 and A-4 of the Appendix. 

Although the simultaneous equations ap- 
proach is, on theoretical grounds, prefer- 
able to the single equation estimation proce- 
dure actually used, it is feasible only in the 
context of a full scale econometric model 
currently being designed and tested by the 
Department’s Econometric Research Unit. 

While a more detailed analysis of the sta- 
tistical time series developed in this paper is 
beyond the scope of this study, the availa- 
bility of these data will in the future greatly 
facilitate econometric studies and the formu- 
lation of economic policies at provincial and 
regional level. 


THE IMPACT OF THE INCOME 
DISTRIBUTION ON THE LEVEL OF 
CONSUMPTION EXPENDITURES 

While the estimates of personal consumption 
expenditures presented in Section I are 
derived primarily from the aggregate level of 


lible 5 — Annual Rates of Growth of Consumption Expenditure per Capita 


-ovinces 

Per Cent 
‘ince Edward Island 6.69 
skatchewan 6.03 
;wfoundland EA: 
‘w Brunswick B25) 
\anitoba 4.82 
‘va Scotia 4.72 
‘berta 4.68 
Jiebec 4.62 
“itario Sei 
itish Columbia S262 
nada 4.34 


Ontario Economic Regions 


Per Cent 
Georgian Bay 5.90 
Lake Erie 5.78 
Lake St. Clair 4.77 
Mid-Western Ontario 4.69 
Lake Ontario 4.34 
Eastern Ontario 4.28 
Niagara 3.64 
Metropolitan 3.03 
Northwestern Ontario 1.91 
Northeastern Ontario TS 
Province 3a1D 


personal disposable income with income dis- 
tribution represented only implicitly through 
inclusion of a demographic variable, an inde- 
pendent estimation procedure based on 
detailed income distribution data for nine 
income classes at national and provincial 
level was developed. The purpose of the 
analysis was to test the frequently advanced 
hypothesis that, in addition to the aggregate 
level of personal disposable income, the 
varying configuration of the income distribu- 
tion has a pronounced impact on consump- 
tion expenditures. 

Underlying this hypothesis is the basic 
assumption that low income recipients con- 
sume a greater proportion of disposable 
income than high income earners with the 
result that the aggregate average propensity 
to consume is expected to be highly sensitive 
to the actual distribution of disposable in- 
come. While the marked degree of variation 
in the propensity to consume by income class 
has been demonstrated conclusively by nu- 
merous cross-sectional studies, the present 
analysis attempts to determine the precise 
quantitative impact on the overall propensity. 

For the purpose of this study, income 
recipients were classified into the following 
income classes adopted from official Taxa- 
tion Statistics: 

i. up to $ 1,000 
$ 1,000 -$ 2,000 
$ 2,000 -$ 3,000 
$ 3,000-$ 4,000 
$ 4,000 - $ 5,000 
$ 5,000 - $ 6,000 
$ 6,000 - $10,000 
$10,000 - $20,000 
9. $20,000 and over 


Using the following notation: 
C;: Consumption expenditure during year 


t by income recipients in group i. 
Y;: Disposable income accruing to income 
recipients in group i during year t. 
Gea 2S ao) 
b; = C;/Y; represents the average propensity 
to consume (APC) for group i in 
year t. 


As C = c= > ow, 


i=1 all 


pied is Alec ees 


= Ss biCYi/Y)Y 


at 


= S (biwi) ¥ ei) 


el 


- anereteeee 
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Where C equals total consumption expendi- 
ture for Canada in year t, while Y represents 
total disposable income for Canada in year t 
AG, Wiese X 4/1 OA Aer Ov isatnc 
proportion of total personal disposable in- 
come accruing to income recipients in group 
i. 

From equation (7) the following relation- 
ship is derived: 


CE abe, ete) 


i=1 


implying that the overall propensity to con- 
sume, B, can be conceived as a weighted 
average of the APC’s for the nine income 
groups under consideration. The weights wi 
necessarily sum to unity: 


SiS saree 


i=1 i 3 


_ For a given year, B can readily be calcu- 
lated as C/Y, since both C and Y are avail- 
able from the National Accounts. The weights 
w; can also be derived from “Taxation Sta- 


tistics” published by the Department of 
National Revenue. Thus equation (8) is to 
be solved for the b; in terms of B and w;, 
which are known constants. 

As this equation cannot be solved for b, 
without introducing additional mathematical 
restrictions, the following plausible con- 
straints were imposed: 


VOSS skh Sse Sd Seo cos Sele SS © 


These inequalities give precise mathemati- 
cal expression to the basic assumption that 
the APC for low income groups would be 
greater than the APC for higher income 
classes. 


Table 6 — Values of b, under Three Alternative Sets of Constraints on (b; , ; — b,) 


To facilitate the solution of the equa- 
tion system, different experimental values 
of the inter-class propensity differentials 
(b; + 1 —b,) were used. 

Based on experimental conditions satisfy- 
ing the statistical criterion of maximum like- 
lihood, three solution vectors were derived 
and are exhibited in Table 6. The income 
distribution weights (w,) for Canada and for 
the provinces (1965) are shown in Table 7. 
The values of b; obtained under all three sets. 
of conditions conform to a priori require- 
ments, with the exception of bs = 0.683 
under Set 3. This value is somewhat smaller) 
than could be reasonably expected. 


Income Range Set 1 Set 2 Set 3 | 
0 - 1,000 0.990,811 0.956,061 0.999.412. 
1,000- 2,000 0.983,666 0.952,916 0.998,881 
2,000- 3,000 0.975,627 0.949,968 0.998,349 
3,000- 4,000 0.964,909 0.994,070 0.993,564 
4,000- 5,000 0:953,297 0.937,780 0.984,844: 
5,000- 6,000 0.930,967 0:927;3557 0.949,644: 
6,000-10,000 0.892,559 0.914,387 0.907,001 
10,000-20,000 0.819,317 0.855,413 0.683,045° 
20,000 + 0.746,968 0.763,020 0.657,310: 


i 
[ 


Table 7 — Income Distributions — Canada and the Provinces, 1965 


Prince Edward 


Income Range Canada 
Under 1,000 0.013,842 
1,000- 2,000 0.055,449 
2,000- 3,000 0.098,982 
3,000- 4,000 0.128,454 
4,000- 5,000 0.146,569 
5,000- 6,000 0.142,868 
6,000-10,000 0.264,646 
10,000-20,000 0.099,397 
20,000 and Over 0.049,788 
Income Range Ontario 
Under 1,000 0.018,077 
1,000- 2,000 0.045,000 
2,000- 3,000 0.087,161 
3,000- 4,000 0.115,763 
4,000- 5,000 0.141,143 
5,000- 6,000 0.148,761 
6,000-10,000 0.285,020 
10,000-20,000 0.106,931 
20,000 and Over 0.052,139 


Source: Taxation Statistics, 1967 edition Department of National Revenue. 


Newfoundland Island Nova Scotia New Brunswick Quebec, 
0.043,443 0.037,569 0.029,232 0.035,196 0.019,818 » 
0.082,902 0.092,837 0.075,950 0.080,469 ~ 0.051,591 i 
0.128,186 0.183,518 0.139,675 0.142,534 0.102,548.. 
0.170,928 0.167,407 0.166,401 0.172,570 0.141,785. 
Onna 0.139,350 0.170,487 0.169,458 0.157,892 
0.123,036 0.102,917 0.127,443 0.128,749 0.136,765 
0.185,598 0.163,459 0.187,566 0.168,119 0.236,327 | 
0.066,135 0.076,157 0.068,753 0.072,591 0.092,606) 
0.028,194 0.036,782 0.034,490 0.030,376 0.060,663 | 
British Northwest’ 
Manitoba Saskatchewan Alberta Columbia Territories 
0.025,290 0.023,858 0.028,052 0.018,492 0.021,340. 
0.064,181 0.062,736 0.058,327 0.045,088 0.039,457. 
0.118,184 0.121,928 0.108,822 0.082,925 0.065,010 
0.148,924 0.142,434 0.129,089 0.099,895 0.086,035) 
0.156,231 0.146,974 0.140,638 0.129,505 0.104,510! 
0.145,131 0.137,324 0.136,227 0.150,029 0.135,920 
0.224,023 0.234,810 O257.071 0.331,509 0.424,656 
0.079,957 0.099,608 0.104,334 0.101,458 0.113,210! 
0.038,076 0.030,324 0.037,435 0.041,094 0.009,859 


From the values of b, listed in Table 6 and 
using the weights w, presented in Table 7, the 
average propensities to consume (APC’s) 
for the provinces were computed. 

Thus for Ontario, 


| 9 
| APC, = >» bi wi 
ee 

here b, are the values listed under Set 1 in 

Table 6 and w, are the income distribution 

veights for Ontario given in Table 7. APC, 
APC; can be derived by similar calculations 
ising values of b, listed in Table 6 under Set 
. and Set 3 respectively. 
_ APC’s for the other provinces were com- 
yuted similarly and are presented in Table 8. 
On the basis of these results, a precise 
neasure can be assigned to the error which 
vould arise if the income distribution factor 
vere ignored in the estimation of the APC’s 
or the provinces. Denoting by APC* the 
verage propensity to consume unadjusted 
or the configuration of the income distribu- 
ion, the conventional formula: 


APC* — APC 
APC 


yas adopted as an appropriate measure of 
ne error. 

Table 9 summarizes the percentage errors 
y province for alternative sets of by. 


Percentage error = x 100 


f 
| 


able 9 — Percentage Errors 
Set 1 Set 2 Set 3 


‘ewfoundland —1.85 —1.09  —2.71 
rince Edward 

Island —1.84 —0.99 —2.44 
‘ova Scotia —1.59 —0.91 -—2.36 
lew Brunswick —1.81 —1.04 —2.57 
luebec —0.09 0.05 —0.12 
‘ntario 0.38 0.21 0.57 
[anitoba —0.95 —0.57 —1.45 
'askatchewan —0.78 —0.52 —1.03 


iIberta —0.36 —0.26 —0.41 
orn Columbia 0.39 0.08 0.41 


orthwest 

Territories 0.51 —0.15 0.47 
0 ees 
aint of the table reveals that the 
¢viations are statistically quite small rang- 
ig from 2.71 percent to 0.05 percent with 
le average error amounting to only 0.94 
Ercent. For Ontario in particular, the per- 
(ntage errors are virtually negligible, vary- 
ig from 0.21 percent to 0.57 percent. 

For comparative purposes estimates of 
onsumption expenditures by province for 
| 


| 
| 


Table 8 — Average Propensities to Consume 


Set 1 
Newfoundland 0.933,584 
Prince Edward Island 0.933,539 
Nova Scotia 0.931,177 
New Brunswick 0.933,224 
Quebec 0.917,201 
Ontario 0.912,905 
Manitoba 0.925,140 
Saskatchewan 0.923,534 
Alberta 0.919,682 
British Columbia 0.912,805 
Northwest Territories 0.911,709 
Canada 0.916,347 


Set 2 Set 3 

0.926,482 0.941,881 
0.925,576 0.939,246 
0.924.824 0.938,533 
0.925,982 0.940,497 
0.915,900 0.917,441 
0.914,467 0.911,143 
0.921,620 0.929,852 
0.921,138 0.925,845 
0.918,763 0.920,102 
0.915,604 0.912,563 
O17 723 0.912,093 
0.916,347 0.916,347 


1965, based on the propensities presented in 
Table 8, were computed and are shown in 
tabular form in the Appendix. Table 10 sum- 
marizes the analysis of percentage differences 
between these estimates and the comparable 
data developed in Section I. 


Table 10 — Percentage Differences! 
Set 1 Set 2 Set 3 


Newfoundland —2.01 —2.76 —1.14 
Prince Edward 
Island —():33))——1- 118 0.28 


Nova Scotia 
New Brunswick 


—0.37 —1.05 0.42 
—0.72 —1.49 0.06 


Quebec —0.89 —1.03 —0.86 
Ontario 0.19 0.36 0.00 
Manitoba 0.63 0.25 LS 
Saskatchewan 0.66 0.40 0.91 
Alberta 0.28 0.18 0.32 
British Columbia 

& Northwest 

Territories 0.21 0.52 0.19 
TCC, 

ge NS 


C,, C,: Estimates derived in Sections 1 and 2 
respectively. 


Inspection of the table shows that the 
overall percentage differences vary from zero 
to 2.76 percent averaging 0.69 percent while 
the estimates for Ontario differ by less than 
0.50 percent. 

On the basis of this analysis it can be 
concluded that estimation procedures which 
do not incorporate explicitly detailed infor- 
mation on the configuration of the income 
distribution yield estimates virtually identical 
with those generated by methods utilizing 
income distribution data. 


ESTIMATION AND FORECASTING OF 
QUARTERLY CONSUMER 
EXPENDITURES IN ONTARIO 

The Dominion Bureau of Statistics publishes 
quarterly estimates of consumer expendi- 
tures on goods and services. The procedure 
used at DBS to obtain quarterly series on 
consumer expenditures is described in Na- 
tional Accounts, Income and Expenditure by 
Quarters, 1947-1961, catalogue No. 13-519. 
Consumer expenditures on goods and serv- 
ices are conceived as the sum of three com- 
ponents: (1) consumer expenditures on 
commodities, (2) consumer expenditures on 
services, and (3) net personal expenditure 


* abroad. 


For the derivation of historical quarterly 
series at national level, DBS allocates these 
components on the basis of three different 
allocators. Thus consumer expenditures on 
commodities, for example, are allocated on 
the basis of adjusted retail sales data, while 
the remaining components are determined 
similarly through application of collateral 
time series. Since in the case of Ontario the 
elaborate allocation procedures followed by 
DBS did not prove feasible due to lack of 
sufficiently detailed statistics, alternative esti- 
mation procedures were explored. 

Before describing in detail the methodol- 
ogy underlying the estimation procedures 
used, a notational framework is introduced 
to facilitate exposition: 

Cit: consumer expenditures on goods and 
services at national level for quarter j of year t. 
G=11,.2,394) 

C,: consumer expenditures on goods and 
services at national level for year t, while the 
corresponding quantities for Ontario are 
denoted by C*;, and C*; respectively. 


The Pattern of Consumer Expenditures at Provincial and Regional Level 


Ry, R*jt: retail sales in Canada and 
Ontario respectively for the j* quarter of 
year t. 

Ri, R*t: retail sales in Canada and 
Ontario for year t. 

In addition, the following coefficients relat- 
ing quarterly to annual data are defined: 


Cye/C, = Cie 
C¥ si / Cri Ce 
Rjt/Re = Tit 


Ra Ro r* it 


As annual estimates of consumer expendi- 
tures in Ontario (C*,) have been derived in 
Section I the problem is reduced to the de- 
composition of C*, into a quarterly series 
Crit. 

The decomposition can be effected by 
applying the national coefficients cj, to the 
Ontario annual consumption data C*;, to 
obtain quarterly estimates for the province 
on the basis of the algebraic expression: 


CA = Cit C*, 


Ds Orr = >) Cie Ss 
j 


j 


= Cr. » Cea Cue 


J 
However, as this method involves the as- 
sumption that the quarterly variation in con- 
sumer expenditures in Ontario replicates the 
national pattern, this hypothesis was sub- 
jected to extensive empirical testing. 

If, instead of using the method described 
in National Accounts, Income and Expendi- 
ture by Quarters, 1947-1961, the Dominion 
Bureau of Statistics were to use quarterly 
retail sales as an allocator for all the com- 
ponents of consumer expenditures, quarterly 
estimates at national level would be derived 
from the equation: 


Cit = Tit C 


This approach was used to compute national 
figures on consumer expenditures on a quar- 
terly basis and the resultant estimates were 
compared with the quarterly series published 


sets of data were virtually identical on the 
basis of the chi-square test while percentage 
deviations of the computed figures from the 
published estimates were insignificant, thus 
implying that quarterly retail sales allocate 
annual data at national level in substantially 
the same way as the actual procedure used 
by the Dominion Bureau of Statistics. 

The second stage of the test consisted in 
comparing the pattern of quarterly variation 
of retail sales in Ontario with the variation, 
over quarters, of the national consumer ex- 
penditure data. Again, on the basis of the 
chi-square test and examination of percent- 
age deviations of r*;, from cj, it was estab- 
lished that the hypothesis of equality between 
c*;, and cj is fully consistent with empirical 
evidence. 
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Based on the equivalence of national and 
provincial parameters confirmed by the pre- 
ceding tests, the series shown in Table 11 
was computed, using the formula: 


C¥ it = Cyt C*e ee 


while the estimates presented in Table 12 
were derived from the expression: 


Ct Sa a je (Oe. Siete (10) 


As is shown in Table 13, the two quarterly 
series for Ontario do not differ significantly 
with the actual differences being, in general, 
less than 4 percent. The close similarity of 
the two independent sets of estimates is re- 
flective of the symmetry and transitivity of 
retail sales and consumer expenditures data 
at national and provincial level. | 


Table 11 — Ontario Consumption Expenditure: Quarterly Estimates 


First Second 
Year Quarter Quarter 

$ Billion 
1957 1.808022 1.981680 
1958 1.941638 2.103538 
1959 2.037901 2.193733 
1960 2.108373 2.289162 
1961 2.183023 2372359 
1962 2.360168 2.527826 
1963 2.495472 2.680975 
1964 2.658927 2.830959 
1965 2.840251 3.097360 
1966 3.135469 3.327667 
1967 3.354332 3.621426 


Formula Used: C* j, = cj,C*, 


Table 12 — Ontario Consumption Expenditure: Quarterly Estimates 


First Second 
Year Quarter Quarter 

$ Billion 
1957 1.760403 2.041293 
1958 1.872905 ANUS TIS 
1959 1.962579 2.293724 
1960 2.045755 2.375374 
1961 2.094694 2.448864 
1962 2.272402 2.588844 
1963 2.392146 2.774739 
1964 SKS TT 2.920833 
1965 2.661241 3.208058 
1966 3.123248 3.287413 
1967 Selo, 3.739700 


Formula Used: C* j, = r* j,C*, 


Third Fourth Total 
Quarter Quarter For Year: 
1.966684 2.165597 7.922 & 
2.087585 2.339220 8.472 
2.169910 2.421428 8.823 FI 
2.247172 2.507272 9.152 
2.351756 2.604851 9.512 
2.454131 2.766853 10.109 
2.630384 2.973156 10.780 | 
2.787860 3.139229 11.417 
3.038711 3.475652 12.452 
3.328834 3.763030 13.555 
3.565379 4.036562 14.578 
Third Fourth Total 
Quarter Quarter For Year 
1.984144 2.136143 71:922 
2.068116 2.357215 8.472 
2,152759 2.413928 8.823 
2.216312 2.514530 9.152 
2.349007 2.619424 9.512 
2.367022 2.880711 10.109 
2.544629 3.068462 10.780 
2.716549 3.202925 11.417 
2.945570 3.637104 12.452 
3.239387 3.904952 13.555 
3.511269 4.165503 14.578 


by DBS for the period 1960-65. The two 


Table 13 — Percentage Differences! 
i ea 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 
| Per Cent 

1960 2.97 77 37 F999 
1961 4.05 3D) One 056 
1962 B12) AT 3.55 =4t 
1963 4.14 = 350 3.26 = 321 
1964 3.10 3.17 2.56 =03 
bz 6.30 = 3,57/ 3.07 —4.65 
966 0.39 11 2.69 eee 
| Bee x 100 

1 


see aT 
' With quarterly consumption expenditure the observation period 1st quarter 1957 to 
ata representing a major economic indica- 4th quarter 1966 were used to estimate the 
or, a collateral forecasting equation was forecasting equation: 
eveloped to facilitate the timely evaluation 


: : Ct = 0.15555 + 0.44116 Cra 4 t-2 
f changing trends in the economy. A num- ; os ee Oe 


er of alternative specifications were tested — 0.52269 ceeds ae Bae 

ind the auto-regressive relationship (equa- (0.09690) (0.06379) 

on 11) was selected on the basis of its =0.27305 On 

‘atistically optimal properties relevant to (0.08968) 

ort and medium term forecasting. Data for R2 = 0.96 aot eC) 


11 


where: 

C,: Consumer expenditures in Ontario dur- 
ing Quarter t. 

Ct-1, Cy-2: Consumer expenditures in 
Ontario lagged one and two quarters res- 
pectively. 

Qit, Qot, Qse: Quarterly seasonality vari- 
ables, defined as: 


Q;t = 1 in the j quarter. 
= 0 in all other quarters. 
G = 1, 2, 3) 


All the coefficients of equation 11 are statis- 
tically highly significant while the auto-re- 
gressive structure of the equation provides 
obvious advantages for forecasting purposes 
by confining the required input data to 
readily available exogenous variables. Re- 
flecting the specific design for short to 
medium term forecasting the variance of the 
forecast increases with the time horizon 
implying an upper bound of approximately 
four quarters to the prediction period. Speci- 
fic forecasts for the first three quarters of 
1968 based on equation (11) are presented 
in the Appendix. 


Appendix & 


Table A-1 — Consumption Expenditure per Capita by Province, Canada, 1957 to 1967 
1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 


Dollars 
Newfoundland Wa Tey 780 821 865 879 921 963 1,052 1,145 1,254 
Prince Edward Island IZ, 820 861 922 866 962 1,000 it ili 2331 1,220 1,389 
Nova Scotia 937 975 1,013 1,041 1,073 WIG ys I Wey? 1,204 1,296 E362 1,488 
New Brunswick 843 862 887 941 962 1,000 1,033 {LIU 1205 Ay) 1,408 
Quebec 1,055 1,096 Teil 1,142 1 17/ 1250 1,292 1362 1,460 1,548 1,658 
Ontario 1,406 1,455 1,478 1,498 F525 1,594 irGT2 1,734 1,850 1,966 2,039 
Manitoba 1,154 1,263 1,283 eS 22 1,291 1,434 1,428 ig 1,598 1,708 1,847 
Saskatchewan 1,030 1,103 1,140 1,296 1,069 1,463 1,601 1,431 1,659 1,872 1,849 
Alberta 1,234 1,334 1,334 1,339 1,370 1,456 1,494 12520 1,662 1,857 1,951] 
British Columbia 1,436 1,443 1,483 1,492 1,519 1,574 1,645 fe riale2 1,865 1,980 2,05C 
Canada (DBS) 1,208 1,244 F292 Wess y 1,341 1,396 1,455 1,542 1,638 1,749 1,848 


Table A-2 — Consumption Expenditure per Capita by Region, Ontario, 1957 to 1967 | 
1957, 1958. 1959 1960 1961 1962 1963 1964 1965 1966 1967 
| 


Dollars 
Metropolitan Ls 1,856 IRSSB2 1,854 1,905 1,958 2.037) 2,089 2,197 2302 2,385: 
Niagara 15537; 1F525 1,584 iy 1,604 1,694 Le 1,878 2,009 2,097 2,198 
Eastern Ontario 1,185 1,224 1,258 1,292 1,338 1,392 1,453 17502 1,596 i ey fs 1,802 
Northeastern Ontario 1,336 1,314 e653 1,344 ILuls 1370 1,378 1,408 1,474 1,540 1,59) 
Lake St. Clair P2377 1,264 1,324 1,359 IL BwS 1,413 - 1,514 1,602 S20 1,858 1,96! 
Lake Erie 1,099 1,248 1,296 1319 1,350 1,394 1,520 1,560 G75 1,810 1,91) 
Mid-Western Ontario 1233} 1,239 1,289 Sil 1,339 1,444 1,534 1,610 EO W822 L916 
Lake Ontario 1,010 1,056 1,082 1,080 1,083 Hil 1,240 1,268 1,367 1,442 1,58 
Northwestern Ontario 15374: 1,356 1,356 1,379 1,376 1,411 1,405 1,484 1,603 1,608 1,66( 
Georgian Bay 818 885 908 905 935 O22 1,081 (LO 1,269 1.355 1,457 
Province 1,406 1,455 1,478 1,498 SWS) 1,594 672 1,734 1,850 1,966 2,038 


Table A-3 — Provincial Consumption Functions 


a b; R2 

Newfoundland 0.0346 0.8898 0.99992 
(0.0329) 

Prince Edward Island 0.0091 0.8736 0.99955 
(0.0386) 

Nova Scotia 0.0615 0.8765 0.99997 
(0.0135) 

New Brunswick 0.0505 0.8773 0.99993 
(0.0374) 

Quebec 0.3769 0.8835 0.99997 
(0.0351) 

Ontario 0.4211 0.8805 0.99997 
(0.0362) 

Manitoba 0.0733 0.8756 0.99996 
(0.0380) 

Saskatchewan 0.0841 0.8680 0.99999 
(0.0409) 

Alberta 0.0878 0.8836 0.9999] 
(0.0351) 

British Columbia! 0.1101 0.8817 0.99998 
(0.0358) 

Canada (DBS series) 1.5662 0.8720 0.99754 
(0.0393) 


1ncludes Yukon and Northwest Territories. 


[able A-4 — Regional Consumption Functions 


| aj bj Re 
Metropolitan 0.0890 0.8880 0.99988 
| (0.0383 ) 
Niagara 0.0532 0.8785 0.99996 
| (0.422) 
astern Ontario 0.0516 0.8845 0.99999 

(0.0397) 
Northeastern Ontario 0.0231 0.8981 0.99953 
| (0.0342) 
ake St. Clair 0.0365 0.8746 0.99997 
| (0.0439 ) 
ake Erie 0.0306 0.8778 0.99998 
(0.0425) 
fid-Western Ontario 0.0247 0.8843 0.99996 
(0.0398) 
ake Ontario 0.0275 0.8757 0.99990 
! (0.0434) 
vakehead-Northwestern 0.0162 0.8782 0.99989 
| (0.0423) 
jeorgian Bay 0.0283 0.8714 0.99994 
(0.453) 
'rovince 0.3855 0.8837 0.99994 
(0.0401) 
— 
| 
‘able A-5 — Consumption Expenditures, 1965 

Set 1 Set 2 Set 3 

/ $ Million 
@foundland Coke val 509.565 518.035 
tince Edward Island 132.562 131.431 133.373 
lee Scotia 982.391 975.689 990.152 
lew ee wick 745.645 739.859 751.457 
‘uebec 8,186.936 R195.323 8,189.078 
intario 12,476.672 12,498.020 12,452.59] 
anitoba 1,546.834 1,540.948 1554713 
askatchewan 1,588.478 1,584.357 1,592.453 
Alberta 2,418.761 2,416.346 2,419.868 
ritish Columbia 3,370.076 3,380.409 3,369.183 
lorthwest Territories 48.320 48.639 48.341 


ble A-6 
brecast values of consumer expenditure in 


fatario by quarters, 1968: 
| 


| $ Billion 
[rst Quarter: 3.67 
‘cond Quarter: 4.14 
hird Quarter: 4.00 


| 


| 
| 
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Selected Economic Indicators f 
Leading Indicators 

Tr 
Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) Number é 
G 
42 > 
_41 | 

_40 

39 
New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) $ Billion 
q 
-4.0 t 
eS | 

3.0 

= 2:5 

E20 
Business, Industrial and Engineering Construction Contracts, Ontario $ Million f 
—— Trend Cycle ¢ 
—— Seasonally Adjusted -240 ( 
_200 
_160 : 
| l p | AN \ 120 | 
‘h VA : | 


Housing Starts in Centres of 10,000 Population and over, Ontario (Seasonally Adjusted at Annual Rates) Thousand 


moa Uarienly. 


— Monthly = OU 
Bah; 


_ 60 


1956 1957 1958 L959 1960 1961 1962 1963 1964 1965 1966 1967 1968 


| 
| 


( 
( 
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eading Indicators 


otal Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) $ Billion “a 
i. 225 = 
| & 

20 

siete, 

_14 

Bee 

Sih 2 
onto Stock Exchange Industrial Index (1956 = 100, Not Seasonally Adjusted) Index & 
1956= = 
iS 
N 


‘Oincidental and Lagging Indicators 
i 


‘oss National Product, Canada (Quarterly, Seasonally Adjusted at Annual Rates) $ Billion g 
— Current Dollars o 
— Constant (1957) Dollars 60 Ss 
—50 
_40 
= _30 
EE ees re ee 


“erage Hourly Earnings in Manufacturing, Ontario (Seasonally Adjusted) $ 


I 
ioe) 
2 
S 
VT 9189S 


46 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 
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Coincidental and Lagging Indicators 


Average Yield of 3- Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) % a 


Employment, Ontario (Seasonally Adjusted) Million 
=i30 


| 

a2e5 | 
i 

| 


=a 


Unemployment Rate, Ontario (Inverted Scale, Seasonally Adjusted) % of 
Labour 
Force 


Sag) 
a2 
ol 
— 4.0 
= 0 
6:0 


Index of Motor Vehicle Production, Canada (1949 = 100, Seasonally Adjusted) Index 4 
1949 = @ 
100 § 


— 50g 
o 
i961=100 — 400 


— 300 


— 206 


a) 


_ 100 
= 16 hi 


1956 1957 1958 Ke ee 1960 1961 1962 1963 1964 1965 1966 1967 1968 


—— 


Economic Indicators . 


Seasonally Adjusted 


June 


66,396 


160.1 
159.6 
145.7 
176.6 
155.4 
172.1 


1,104.2 


959.7 


1967 
< June 
Leading Indicators 
Average Weekly Hours Worked in 
Manufacturing Number 40.4 
New Orders in Manufacturing Industries* $ Million 3,117 
Business, Industrial and Engineering 
Construction Contracts $ Million 129.0 
Urban Housing Starts Number 57,800 
Money Supply $ Million 22.614 
TSE. Industrial Index" 1956 = 100 164.54 
Business Failures" Number 59 
Business Failures — Liabilities" $ Million 2.9 
Coincidental and Lagging Indicators 
Gross National Product* (Annual Rate) $ Million 62,072 
Average Hourly Earnings in Manufacturing $ 2.51 
3-Month Treasury Bill Rate*™ Per Cent 4.28 
Cheques Cashed in Clearing Centres! $ Million 5,154 
Retail Trade $ Million 761 
Labour Force 000’s 2,844 
Employed 000's 2.750 
Unemployed 000's 94 
Unemployed as % of Labour Force Per Cent ais 
Wages and Salaries $ Million 1,053 
Index of Industrial Employment 1961 = 100 124.4 
Index of Industrial Production* 1961 = 100 151.0 
Total Manufacturing® 150.4 
Non-Durables* 137.4 
Durables* 166.3 
Mining* 147.4 
m= Electric Power and Gas Utilities¢ 161.5 
Primary Energy Demand (Annual Rate) BKWH 50.70 
Exports (including re-exports)* $ Million 962.6 
Imports¢ $ Million 893.5 
\~ Unclassified Indicators 
Foreign Exchange Reserves" U.S. $ Million 2,169 
_ Industrial Materials Price Index" 1935-39 = 100 256.7 
j Consumer Price Index‘ 1949 = 100 148.8 


2,574 
259.9 
154.7 


©Statistics for Canada. 
“Not seasonally adjusted. 
1Omario less Toronto. 
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About the Review 

The feature article for the November- 
December edition of the Ontario Economic 
Review describes the need for, and develop- 
ment of, a central system of statistical 
information flows to provide data required 
for economic and financial planning, as 
well as informed Government policy 
formulation. 

Some of the statistical applications 
currently under development include the 
census of industry surveys, the Census of 
Forestry, a continuing survey of conven- 
tional mortgage registrations and the 
Municipal Assessment Survey. In the latter, 
the Province of Ontario is encouraging all 
muncipalities to adopt a standardized form 
of dealing with assessment and related 
statistical data such that a fully computerized 
system will evolve. 

The article represents an expanded version 
of an address delivered to the Southern 
Ontario Chapter of the American Statistical 
Association by Mr. O. M. Schnick, Executive 
Director of the Economic and Statistical 
Services Division, Department of Treasury 
and Economics. The author acknowledges 
with appreciation the contribution of 
Mr. E. P. McCoy of the Ontario Statistical 
Centre and other divisional staff members 
in the preparation of this article. 


O. M. Schnick, Executive Director, 
Department of Treasury and Economics 


Indicator Charts, Pages 10-12 { 
Fluctuations in aggregate economic activity—_ 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators | 
of economic activity may vary with respect 
to both their rates of growth and the timing — 


of their peaks and troughs: some may | 


grow more rapidly than others, ‘some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 10-1 
in the Ontario Economic Review present 
a number of these leading indicators, as well 


j 


as several which are coincidental to or . 


lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 


direction of general changes in the various 
indicators can readily be made, great care Ff 


| 


must be exercised in making such a | 


comparison of the amplitude of fluctuations, 


Of the three vertical scales used — ‘A’ H 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic | 
scales with one and two cycles respectively — 


i 
4 
Hy 
4 


over a given vertical distance) — only the 


logarithmic scales can be used to compare — 
relative changes in different indicators. And 


this applies only when all series being i 


compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 

the slope of the line. 
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The Ontario Economy 


onstruction: 

Dntario’ s construction activity in September 
ind October expressed in terms of contracts 
warded (not seasonally adjusted), as record- 
xd by Southam Building Guide, increased by 
6.9 per cent and 16.1 per cent respectively 
wwer the corresponding months in 1967. In 
eptember and October, the value of contract 
wards was $199.3 million and $233.3 mil- 
ion respectively compared with $170.4 mil- 

n and $201.1 million in the same months 
- year. 

In September, the latest month for which 
ee chensive data are available, all con- 
truction categories showed significant im- 
‘rovement with the exception of engineering 
wards which were down by 48.6 per cent 
rom September 1967. Industrial contract 
es showed the greatest advance, rising 
> $18.4 million, up 84.1 per cent from 
september 1967. Business construction 
wards also improved significantly over the 
ame month last year, increasing by 58.2 per 
ent to $28.1 million. Residential construc- 
ion awards totalled $94.8 million, an in- 
rease of 31.1 per cent. 
| In spite of the increased value in Septem- 
cr, the total value of construction awards 
or the first nine months of 1968 is 5.3 per 
ent below the corresponding value for 1967. 
a the January to September period this year 
)ntario’s total construction contract awards 
2ached $1,671 million, down $93.5 million 
"om the value of $1,764 million recorded 
uring the same period in 1967. Reduced 
otal values were registered in industrial 


awards, down 22.0 per cent to $189.0 mil- 
lion and engineering contract awards down 
significantly by 43.7 per cent to $234.8 mil- 
lion. Buoying up the overall total for the first 
nine months of 1968 has been the 55.9 per 
cent increase in business construction awards, 
rising from $139.4 million to $217.4 million 
and the moderate increases of 8.2 per cent 
and 5.6 per cent respectively for residential 
and institutional contract awards. 

Large construction awards for the month 
of September, each valued at $1.0 million or 
more totalled $67.3 million. Some are listed 
below. 

In terms of actual housing construction, 
the number of dwelling unit starts in Ontario 
centres of 10,000 population and over was 
4,581 in September, 30.8 per cent less than 
in September 1967. This is also down 30.4 
per cent from the August 1968 total of 
6,586. However, the cumulative total for the 
first nine months of 1968 was 49,055, 8.5 
per cent higher than the same period last 
year. September starts in Toronto at 1,705, 
were down 60.8 per cent from September 
1967, but brought the cumulative nine month 
total to 26,807, an increase of 7.5 per cent 
over the January to September period last 
year. Of the larger centres, Brampton, Kings- 
ton, London, Ottawa, Kitchener, Windsor and 
Metropolitan Toronto had fairly substantial 
cumulative increases, ranging from 99.0 per 
cent for Brampton to 7.4 per cent for Metro- 
politan Toronto. The greatest numerical de- 
crease occurred in Hamilton (over 400 or 


arge Construction Awards Placed Recently in Ontario 


‘ocation $ Million Description 

‘rampton $10.0 Shopping Centre 
‘hinguacousy Twp. $41.5 School 

lastview $153 Home for Aged 
‘tobicoke S 2.5 Warehouse and Offices 
‘\itchener S17 Apartments 
fississauga $ 2.9 Apartments 

{iagara Falls Sel City Hall 

Mttawa > 79 Apartments 

ttawa $30.5 Commercial Complex 
‘ort Arthur Sr2.6 University Centre 

t. Catharines $ 3.4 College Addition 
tratford $ 1.4 Nursing Home 

t. Thomas ny ie) Home for Aged 
‘oronto (metro) $23.4 Apartments 

/indsor Se 1:0 Apartments 


| 


ource: Southam Building Guide. 


10.7 per cent) followed by St. Catharines 
(301 or 24.0 per cent). 

Dwelling unit completions in Ontario cen- 
tres of 10,000 population and over numbered 
5,632 in September bringing the nine month 
total for 1968 to 39,426 —up 10.8 per cent 
from the January to September period of 
1967. With the exception of Kingston, Osh- 
awa, Sault Ste. Marie, Metropolitan Toronto 
and Windsor most centres have had a greater 
number of housing completions this year. At 
September 30, 1968, there were 52,986 
dwelling units under construction in Ontario, 
17.4 per cent more than the 45,113 units 
under construction one year earlier. 


Federal Budget — 1968-69 

Finance Minister Edgar Benson presented 
his first budget to Parliament on October 22, 
1968. Reviewing the current economic set- 
ting Mr. Benson described the Canadian 
economy as accelerating moderately in a 
period of widespread prosperity, but not 
without problems. Encouraged by increases 
in production, national income, exports and 
housing investment, Mr. Benson nevertheless 
expressed serious concern at the extent of 
unemployment and the rate at which prices 
are increasing. In addition, he said that al- 
though the Canadian balance of trade this 
year has been better than expected our 
capital markets continue to be subject to 
serious strains primarily reflected in high 
interest rates. 

Outlining the federal government’s fiscal 
position Mr. Benson revealed that spending 
for the current year, at $10,780 million, is 
$480 million above original expenditure in- 
tentions proposed in the last budget of No- 
vember 30, 1967 and $109 million higher 
than the figure in the revised estimates in 
September. Revenues for this year, before 
taking tax changes into account, are esti- 
mated at $10,050 million or $135 million 
less than earlier projections. On this basis the 
deficit will total $730 million compared with 
a deficit of $486 million indicated by the 
revised estimates and a deficit of $40 million 
or less promised by Mr. Benson five months 
ago. Faced with this significant discrepancy 
between expenditures and revenues, the Fi- 
nance Minister has decided to cover almost 
the whole of the deficit through borrowing. 
Tax increases will provide only $55 million 
in the remainder of the current year, reduc- 
ing the proposed deficit to $675 million. In 
addition, apart from foreign exchange fund 
transactions, Mr. Benson predicted that the 
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Government, in the current fiscal year, will 
have net extra-budgetary requirements of 
$600 million. This must be added to the 
budgetary deficit of $675 million and yields 
a total cash requirement of $1,275 million 
compared with the maximum of $750 million 
promised by the Government in the 1967 fall 
budget. 

In the fiscal year to date, the Government 
has raised approximately $600 million in 
new money, after taking account of refund- 
ings of market bonds and redemptions of 
Canada Savings Bonds. This leaves $675 
million still to be raised. Most of this money 
can be expected to be raised through the sale 
of the 1968 series savings bonds which have 
been offered on very attractive terms. 

The major adjustment in the Govern- 
ment’s fiscal position has been postponed to 
the next fiscal year when an $845 million 
increase in revenues resulting from tax 
changes will, according to Mr. Benson, bring 
the budget into balance. 


The main tax changes are: 


e A new Social Development tax of two 
per cent on personal income will be im- 
posed as of January 1, 1969 and limited 
to a maximum of $120 on each tax- 
payer. This is, in effect, merely an in- 
crease in the regular income tax and is 
approximately equivalent to an increase 
of nine per cent across the board. The 
new tax with its limit of $120 per tax- 
payer is quite regressive. For a married 
man with two children earning $7,000 
a year, the cost will be an additional 
$86 a year, or a tax increase of 10.2 
per cent over the previous year. A man 
with the same size family but earning 
$25,000 a year and subject to the full 
increase of $120 will experience a tax 
increase of only 1.5 per cent. This tax 
is expected to bring in revenue of $440 
million in the full year, 1969-70. Pro- 
vincial Treasurer C. S. MacNaughton 
estimates that approximately $225 mil- 
lion of that amount will come from 
Ontario. The revenue from the two per 
cent surcharge, unlike that from the 
general income tax, will not be shared 
with the provinces. 


e The Carter recommendations for taxa- 
tion of life insurance companies are 
implemented with minor changes. Effec- 
tive January 1, 1969, with some excep- 


tions, the general provisions of the 
Income Lax Act will apply to life in- 
surance corporations to yield $40 mil- 
lion in revenues next year, $5 million for 
the old age pension fund and $10 mil- 
lion for the provincial share of tax. In 
addition, a 15 per cent tax will be 
imposed on part of the investment in- 
come earned by the companies, to yield 
the federal treasury an additional $40 
million next year. The investment in- 
come on insurance policies realized by 
a policyholder through cashing in or 
selling a life insurance policy is to be 
included in his taxable personal income 
for 1969 and subsequent taxation 
years. 


e Corporation tax payments will again be 
speeded up to increase revenues next 
year by $275 million, $27 million for 
the pension fund and $28 million for 
the provinces. Instalment payments of 
corporate income taxes are to start in 
the first month of a fiscal year. During 
the transition to this new payment pat- 
tern, each company will have to pay 
two additional monthly instalments 
within one fiscal year. 


e Tax deductible reserves allowed to 
banks and mortgage loan companies 
will be cut in half, to raise $45 million 
in 1969-70. 


e Estate and gift taxes have been reform- 
ed to completely remove levies on trans- 
actions between husband and wife but 
additional adjustments have been made 
to maintain the level of revenue. 


e Effective for the 1969 taxation year, 
expenses paid under a medical insur- 
rance plan will not be allowed as de- 
ductions under the Income Tax Act 
if reimbursement was made under the 
federal-provincial medical care insur- 
ance plan. 


Employment 

The seasonally adjusted Ontario labour force 
rose to 2,959 thousand in September, an in- 
crease of 3.7 per cent over September 1967. 
At the same time the number employed 
reached 2,858 thousand — 3.4 per cent more 
than twelve months earlier. The rate of un- 
employment in the Province — 3.4 per cent — 
was slightly higher than that of 3.1 per cent 
recorded for September 1967. 


In terms of change from the previous 
month the size of the labour force increased 
by 22,000 from 2,937 thousand in August 
to 2,959 in September. The number employed 
rose to 2,858 thousand from 2,837 thousand, 
an increase of 21,000. Unemployment thus 
rose marginally from 100 thousand to 101 
thousand and the rate of unemployment re- 
mained unchanged at 3.4 per cent. 

Although the pace of Ontario’s economic 
activity quickened in the first months of 
1968 in response to sustained consumer de- 
mand and brisk export trade, employment 
failed to expand proportionally and resulted 
in only moderate employment gains. With 
the settlement of the international gold crisis, 
improved Canadian reserves, a strengthened 
Canadian dollar and a moderate reduction in 
interest rates business confidence was greatly, 
restored and the outlook for the second half’ 
of 1968 indicated higher sales and profit) 
levels. However, to remain competitive in the 
face of rising labour costs many companies: 
chose to maintain their work forces at pres- 
ent levels and to substitute labour-saving: 
machinery for manpower. In consequence 
employment gains have been moderate. 

In the first nine months of 1968, Ontario’s | 
labour force averaged 2,914,000, up 3.0 per: 
cent from the comparable figure for 1967. 
This is a lower growth rate than last year. 
The reduced rate of labour force growth is 
expected to continue during the remainder’ 
of 1968 and is partially attributable to a 
smaller influx of immigrants. During the first . 
half of 1968, 45,799 immigrants indicated 
Ontario as their destination, 21.3 per cent 
fewer than the same period in 1967. Another. 
factor contributing to reduced labour force 
growth results from longer attendance in 
educational institutions of potential labour) 
force participants. Large numbers of stu- 
dents swell labour ranks each summer but as: 
a result of almost static employment condi- 
tions this year a larger than usual number | 
may have returned to school this fall in an 
effort to improve their employment bargain- 
ing position. 

Statistics from all of Canada indicate that 
unemployment dropped from 5.1 per cent 
in August to 4.8 per cent in September. In 
September of 1967 this rate was 4.1 per cent. 
Canada’s unemployment rate for the first 
nine months of 1968 has averaged 4.8 per 
cent compared with 4.0 per cent for the same 
period last year. 
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THE CONFEDERATION DEBATE 


As a contribution to greater public understanding of the con- 
tinuing debate on Confederation, the Department of Treasury 
and Economics is pleased to announce the availability of the 
following publications: 


Confederation of Tomorrow Conference Proceedings 


This is the full record of the important conference of provincial 
premiers and prime ministers held in Toronto in November 1967. 
The meeting, the first of its kind to be open to the mass media, 
was the prelude to the Federal-Provincial Constitutional Confer- 
ence in Ottawa in February 1968. The record includes a foreword 
by the Honourable John P. Robarts, Prime Minister of Ontario, 
and, as an appendix, the Preliminary Statement of the Province of 
Quebec. 


Available in either English or French. Each $4.00 


Confederation of Tomorrow Conference Theme Papers 


The five papers in this volume were prepared to provide some 
background material for the discussion of the major themes on the 
agenda of the Conference. The contents did not and do not neces- 
sarily represent policies of the Government of Ontario. The degree 
of interest aroused by the Conference has led to many further 
requests for the papers. This second edition, which combines in 
one volume the original and separate English and French versions, 
is designed to meet this demand. Each $2.00 


Quebec in the Canada of Tomorrow 


This volume is an English version of a special supplement to 
Le Devoir of June 30, 1967. Mr. Claude Ryan, the editor of Le 
Devoir, brought together many writers, both French and English 


to contribute articles on issues concerning the role of Quebec in 
Canada. The volume provides a useful insight to the ideas expressed 
by many Canadians, but especially by French-speaking Canadians, 
on some of the more contentious contemporary issues in Canada. 


Each $4.00 


Background Papers and Reports of the 
Ontario Advisory Committee on Confederation 


The studies in this volume, prepared by and for the group of 
distinguished Canadians who constitute the Advisory Committee, 
are an important contribution to an understanding of the con- 
temporary problems of Canadian federalism. Among the subjects 
included are: the Canadian Supreme Court; the provinces and 
international relations; a federal capital territory; constitutional 
amendment; changes in Quebec’s status. 

This collection should be of interest to everyone concerned about 
Canada’s future. 


Available in English only, cloth bound. Each $2.50 


Copies may be obtained by writing to: 


Office Services Branch, 
Department of Revenue, 
Frost Building, 

Queen’s Park, 

Toronto, Ontario. 


Cheques or money orders should be made payable to Treasurer 
of Ontario. 


On orders of 20 copies or more of any one volume, there is a 
10 per cent discount. 


Development of Information Flows for Economic 


and Financial Policy Formulation Depavtmead of Tecate ea 


Introduction 

With the growing complexity of economic 
and social interdependence characteristic of 
an expanding industrial-urban society, the 
Ontario Government has found it increasing- 
ly necessary to assume a multiplicity of re- 
search and information-generating functions 
in support of economic and financial plan- 
ning. As a consequence, the acquisition and 
compilation of many diversified series of 
statistical data at both the provincial and 
sub-provincial levels assumes growing im- 
portance. This information is essential to the 
development of a factual basis for interpre- 
tative economic studies designed to assist in 
policy formulation and decision-making 
within the Government. In addition, the con- 
tinuous flow of statistical and descriptive 
data made available to the business com- 
munity and the public at large permits a 
better understanding and appraisal of the 
changing economic environment. 

This article places considerable emphasis 
on the development of information flows by 
the Economic and Statistical Services Divi- 
sion within the Department of Treasury and 
Economics. Reference is made to traditional 
sources of statistical data as well as the need 
to develop new information series and to 
cultivate new statistical sources both within 
government and the industrial community 
under relevant statistical legislation. 

The Ontario Statistics Act provides the 
legal basis for the collection and compilation 
of statistical information through the On- 
tario Statistical Centre, a unit within the 
Economic and Statistical Services Division. 
The annual Census of Manufactures returns 
is a prime example of a major information 
flow developed by the Division in co-opera- 
tion with the Dominion Bureau of Statistics 
under the authority of the Federal and Pro- 
vincial Statistics Acts. 

To develop and meet the functional re- 
quirements of a smoothly flowing information 
system the Economic and Statistical Services 
Division is structured in terms of three major 
operational units. While the general objec- 
tives of the Division are directed toward the 
development and maintenance of a central 
system of statistical information flows in sup- 
port of a program of comprehensive economic 
analyses, each of the three units has particular 
functions within the framework of the system. 

The Ontario Statistical Centre is primarily 
involved in the selection of statistical and 
economic data which meets well defined 
criteria. Of cardinal importance is the adapt- 


ability of data to computer and data pro- 
cessing facilities, while in many instances the 
Centre is able to modify existing statistical 
data files to create the degree of standardiza- 
tion necessary in meeting user needs. In order 
to accomplish the primary role of statistical 
acquisition, the Centre exerts a co-ordinating 
influence upon the statistical activities of the 
departments and agencies within the Ontario 
Government, thus making possible the devel- 
opment and implementation of well defined 
statistical standards in government opera- 
tions. As a result of this activity, the Centre 
is also in a position to assist these departments 
in consolidating their statistical needs for pre- 
sentation to the Dominion Bureau of Statistics 
at periodic Federal-Provincial conferences on 
economic statistics. In addition, all current 
and prospective statistical activities under the 
Ontario Statistics Act are subject to continu- 
ing review and assessment. 

The Economic Analysis Branch utilizing 
information supplied by the Centre, provides 
economic research services to the Policy 
Planning Division and other government 
agencies through the development and ap- 
plication of advanced mathematical and 
statistical techniques to economic analysis. 
The Branch is engaged in the design and 
development of an integrated model of the 
Ontario economy and its major sub-sectors 
and as well, will provide detailed and com- 
prehensive long-term economic forecasts 
based on Input-Output analysis. These fore- 
casts will be supplemented by quantitative as- 
sessment of policy alternatives with a view to 
assisting in the formulation of governmental 
economic policy. 

The Systems and Programming Branch, 
the third major unit in the Division, is charged 
with the establishment of an effective inter- 
face between the basic statistical operation 
and the electronic data processing facility. 
Accordingly, it provides computer systems 
and programming services in support of 
economic and financial research within the 
Department as well as major administrative 
and budgetary programs having government- 
wide application. Keeping in mind the im- 
portance of interface with data banks which 
will be developed at the provincial and fed- 
eral levels in the future, the unit also assists 
and participates in the establishment and 
maintenance of computer programming 
standards among government departments 
and agencies. 

The need for a continuing expansion of 
Statistical information services is well illus- 


trated by a statement of the Chairman of the 
Economic Council of Canada: “To a growing 
extent, the modern economy is coming to run 
on knowledge and information which needs 
to be taken into account in economic decision 
making at all levels, whether by consumers, 
by private producers and distributors or by 
governments. Moreover, to use this resource 
most effectively in our modern society the 
information inputs cannot in most cases be 
raw or casual information. To be really use- 
ful, information needs to be organized, a 
processed, a worked-over product; it must 
be in readily applicable form. It needs to be 
accurate. It needs to be available in a timely 
way. And it needs to be relevant to deci- 
sions.”! 


Ontario Statistics Act 

While a broad range of economic statistics. 
has been collected on a continuing basis by 
the Dominion Bureau of Statistics the em-. 
phasis, despite the release of numerous: 
provincial aggregates, has been on the pre-. 
sentation of national-type data. In response: 
to the growing need by government and the: 
industrial sector in Ontario for more accurate. 
and detailed statistics at both provincial and’ 
sub-provincial levels, legislation was effected | 
to facilitate the acquisition of statistical in-- 
formation at questionnaire level. This legis-. 
lation, termed the Ontario Statistics Act! 
1962-63, enables the Ontario Statistical | 
Centre to collect, compile, analyze, publish 
and store statistical information. 

Specifically, the Act provides for a number » 
of measures designed to improve the pro-. 
vince’s statistical operations. Firstly, it facili- 
tates and formalizes the province’s entry into » 
co-operative statistical arrangements with | 
other government agencies, in particular, the | 
Dominion Bureau of Statistics. Provision is 
made for either joint participation with the» 
Bureau on a selected questionnaire basis or! 
the acquisition of a duplicate of the original | 
DBS questionnaire such as now pertains with | 
respect to the Census of Manufactures. ; 

The inclusion of confidentiality and puni- 
tive clauses in the Ontario Statistics Act com- | 
parable with those in the Federal Statistics | 
Act makes possible the development of new > 
data for analytical purposes at provincial and | 
economic regional levels. Statistical informa- 
tion obtained in disaggregated form under | 
the Act thus facilitates the preparation of | 
feasibility studies and the formulation of 
policy measures on a regional and sub- 
regional basis. Secondly, the Act enables 


14s quoted by the Honourable Paul Martin, 
Senate Debates, October 8, 1968, p. 224. 


the Centre to collect or jointly, with other 
departments, gather statistical information by 
questionnaire from field sources. 

An additional feature of the Ontario 
‘Statistics Act worth noting is that it provides 
for a degree of co-ordination in activities 
carried out under the Act without creat- 
ing an undue measure of control by the 
Statistical Centre over the statistical oper- 
ations of other government departments. 
Effective co-ordination is indispensable in 
ensuring efficient statistical operations by 
Ontario Government agencies under this Act. 
Understandably, duplication or overlapping 
of survey work could result in a waste of 
financial resources as well as placing an 
unnecessary reporting burden on the respon- 
dent. 

_ For these reasons, the Act specified that 
‘every proposal or action contemplated under 
‘this legislation shall be submitted to the 
Treasurer of Ontario and Minister of Eco- 
‘nomics for review and report purposes. This 
\provision eliminates attempts to secure in- 
‘formation which can be obtained more ef- 
ficiently by other means, is not essential to 
| the project concerned, or cannot be processed 
within the anticipated period of time. 

| As further statistical programs are devel- 
‘oped and carried out under the Act, the 
increasing flow of statistical data, together 
with the need to provide timely information 
\in a wide variety of forms for analytical and 
\interpretative purposes, makes mandatory the 
creation of computerized data flows within 
ithe framework of a Central Information 
‘System. 


Central Information System 

‘An adequately specified Central Information 
\System must be designed to meet the multiple 
needs of economists and statisticians con- 
cerned with the development of analytical 
‘techniques such as Input-Output analyses, 
econometric models and other quantitative 
procedures. There is no doubt that the fore- 
‘going presents a formidable challenge and 
will require the implementation of the most 
‘sophisticated and advanced technology avail- 
able. 

At present, compilations of statistical data 
are directed at an evaluation of the functional 
‘structure of the Ontario economy in terms of 
prices, employment, output and other key 
variables. Many of these statistical series are 
constructed to support specific research pro- 
\grams, the data being obtained by special 


‘surveys designed to meet the more immedi- 


| 


ate requirements of particular departments or 
agencies. An examination of the rapid eco- 
nomic expansion in Ontario highlights the 
need to further improve information flows, 
particularly in terms of annual statistics. 
Selected population and labour force charac- 
teristics, land use and land inventory data as 
well as housing information, available for in- 
tercensal years on a small urban area basis, 
represent just a few of the statistical areas to 
which the Division attaches developmental 
importance. 

Although there is a wealth of administra- 
tive data available within the Government 
organization, it is most desirable that ap- 
propriate procedures be developed to make 
this information available in readily usable 
and standardized form. At present, differ- 
ences in collection methods, tabulating pro- 
cedures and terminology make it difficult to 
obtain maximum utilization without con- 
siderable time and effort. In some cases, 
administrative data are obtained by sampling 
procedures designed to arrive at reliable 
estimates of specific activities. While this 
method is most useful as a technique for 
generating statistics in terms of cost con- 
sideration, the quality of the output is directly 
related to the design of the sampling pro- 
cedure. 

The concept of a Central Information Sys- 
tem in conjunction with a data bank operating 
under rigorous standards ensures a higher 


degree of utilization of data through the pro-~ 


vision of maximum flexibility and the main- 
tenance of basic data input in as fine detail 
or classification as possible. The value of 
the Central Information System is dependent 
upon its ability to satisfy the needs of policy 
planners and administrators. In order to make 
this possible the system must be able to access 
a highly diverse type of statistical data at 
an increasingly fine level of disaggregation. 
With this objective in mind the Division is 
giving particular attention to the selective 
development of three main information flows: 
economic type data derived from the general 
industrial sector of the province through the 
use of field respondent questionnaires mailed 
to manufacturers in the province on an annual 
basis; financial data on government expen- 
diture and revenue for budgetary purposes; 
and data derived from the administrative or 
operational activities of government depart- 
ments. 

Currently, the Division is placing emphasis 
on the acquisition of selective economic data 
required for quantitative economic analyses 


carried out in the Economic Analysis Branch 
and the Policy Planning Division. However, 
it is apparent that economic research must 
frequently make use of financial and adminis- 
trative data not readily obtainable from con- 
ventional sources. In such cases financial and 
administrative records maintained by the 
various departments of government provide 
a potential source of relevant information. In 
view of the increasing importance of such 
data for economic analysis and policy plan- 
ning, it will be possible with a data bank 
to place the collection, storage and retrieval 
of this type of information on a more adequate 
basis. 

The application of electronic data pro- 
cessing techniques will allow the finely disag- 
gregated data inputs to be grouped into as 
many special purpose classifications and ag- 
gregations as required. Loss of information 
due to confidentiality restrictions will be 
greatly reduced under the data bank concept. 
With detailed information stored in a data 
bank facility, it would be possible through 
computer program instruction to generate 
output as required without contravening rules 
of disclosure. The use of the data bank facility 
where edits and confidentiality checks relating 
to disclosure are performed upon fully pro- 
cessed data will facilitate the flow and ex- 
change of information among the various 
units of government. 

In developing the Central Information 
System, care will be exercised to ensure that 
all data stored in the bank have been selected 
in accordance with priorities determined by 
the requirements of potential users. The 
development of these selectivity factors will 
require an understanding of the statistical 
needs not only of government departments 
but other agencies as well. The Ontario Statis- 
tical Centre, created initially to provide an 
advisory service for the administration of the 
Ontario Statistics Act will ensure the acquisi- 
tion of statistical data to meet these require- 
ments. It is in these two areas primarily that 
the Centre can assume a vital role in the 
development of the Central Information 
System. In brief, the Ontario Statistical 
Centre is charged with responsibility for the 
following functions: 


1. to collect, compile, analyze, publish 
and store statistical information ob- 
tained under the terms of the Ontario 
Statistics Act, 


2. To serve as a central clearing house for 
major economic and financial data, 
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3. to assist the departments of government 
in collecting, compiling and publishing 
statistical information, 


4. to provide liaison between the Ontario 
Government and the Dominion Bureau 
of Statistics and coordinate statistical 
activities among the Provincial Depart- 
ments, 


5. to carry out applied statistical research 
and develop operational standards, and 


6. to assist in developing a data bank 
oriented Central Information System 
designed to provide data for economic 
and financial policy planning purposes. 


Procedures are being designed in terms of 
data inputs to guide the initial selection and 
future accessibility of data bank contents. 
Techniques are also being developed for the 
conversion of existing files and production 
data into a form suitable for storage and 
retrieval, ultimately through the use of remote 
terminals. Lastly, data transfer to the bank 
must be effected without loss of information 
due to screening for confidentiality — a major 
requirement if the data bank is not to be 
limited to the inclusion of only non-confiden- 
tial material, thereby reducing the major value 
of the system. Therefore, all confidentiality 
checks will be applied during the output phase 
rather than in the input stage. 

The development of high standards for 
ensuring quality of data and their mainte- 
nance must be considered a major function of 
the system. With the rise of data banks at 
both the federal and sub-provincial level, 
standardization with respect to coding and 
classification is mandatory if we wish to take 
full advantage of the information they con- 
tain. Our ability to fully utilize such data bank 
facilities will depend on the development of 
sound interface techniques as well as criteria 
for the periodic review of data value in terms 
of continuing use, keeping in mind the need 
to purge information where storage may no 
longer be warranted. In brief, the statistical 
unit will develop and apply standards con- 
sistent with the smooth operation and main- 
tenance of an information system. 

Having outlined a few of the major aspects 
of a Central Information System, it is ap- 
propriate to consider the types of service 
which the potential user might expect from 
the data bank. 

(1) It should provide data in a form as 
requested in cases where the primary collect- 
ing agency is unable to supply either the 


required detail or format. For example, if 
the user requests tape files while the originals 
exist in printed statement form, the system 
must have the capacity to effectively translate 
the output file to computer tape or to selec- 
tively create output records in more than one 
format. 

(2) In cases where information originates 
in more than one reporting agency the data 
bank facility must be able to integrate and 
produce data in maximum feasible detail, 
subject to confidentiality and disclosure 
checks. 

(3) The data bank will be operated in 
conjunction with a library of computer pro- 
grams suitable for complex data manipula- 
tion and other data processing routines. 

The Central Information System as out- 
lined is considered instrumental in the con- 
tinuous process of policy formulation in areas 
to which the Government must address itself 
in the socio-economic environment. The 
development of quantitative techniques suit- 
able for economic analysis and policy for- 
mulation is rapidly surpassing the ability of 
statistical agencies to provide adequate data. 
As a consequence, the introduction of new 
methods for data acquisition, storage, mani- 
pulation and access are highly desirable. The 
proposed information system is not advanced 
as a solution for all information gaps or 
deficiencies which may exist but certainly can 
play a major role in ensuring maximum ser- 
vice capability on the part of the Division. 

Recent surveys carried out at various levels 
of government in both Canada and the United 
States tend to support an integrated approach 
in consolidating financial and socio-economic 
data. In 1965 a survey was carried out by the 
Ontario Government to assess the need for 
and capabilities of the various electronic data 
processing equipment then in use. In this 
survey an attempt was made to determine 
the scope and quality of statistics as well as 
policy planning information required by the 
various departments of government together 
with potential computer application. 

Among the conclusions yielded by the sur- 
vey two findings in particular are relevant 
to the creation and development of an in- 
formation system namely: 


1. Many statistical series currently being 
used lack timeliness and comprehen- 
siveness, and 


2. Statistics and information conducive to 
effective decision-making are not al- 
ways obtainable on demand. 


These findings tend to indicate a need for 
new statistical data and support the develop- 
ment of a more sophisticated information 
system at provincial level. Recently, the 
Dominion Statistician announced the creation 
of a data bank facility at federal level which 
will provide economic data principally in the 
form of national and provincial aggregates 
to potential users in the government and 
business sectors. Accordingly, for illustrative 
purposes it might be useful to briefly describe 
some of the divisional statistical applications 
currently under development such as the 
census of industry surveys and the municipal 
assessment program. 


Census of Manufactures 

In response to the increasing need for ac-. 
curate statistical information, the Ontario) 
Statistical Centre has for the past few years. 
been engaged in selectively appraising and 
developing statistical data which would prove ' 
of maximum usefulness to economic analyses, . 
The most comprehensive and widely used | 
survey in the Province of Ontario is the: 
annual Census of Manufactures. This survey 


relates to basic industrial statistics such as) 


materials and process supplies used, fuel and | 


power consumed, goods purchased for resale, | 


number of employees, salaries and wages, 
commodities sold or produced, and inven- 
tories. At present, the survey embraces over 


14,000 establishments, covering 179 indus-— 
tries in 20 major industrial groupings within — 


the province. 

These data will form an integral com- 
ponent in a Central Information System, to- 
gether with other sub-systems developed 
specifically to meet major economic and 


statistical requirements. The statistical in- 
formation, generated by this questionnaire, - 
meets a broad range of needs. For example, © 
the data provide essential inputs for the eco- 
nometric models, as well as the input-output 


table being developed in the Economic 
Analysis Branch. Other branches concerned 
primarily with economic policy planning, will 


use the data in the evaluation of economic | 


trends and the formulation of economic 


policies. It should be emphasized that the 
formulation of industrial development policy — 
measures for the province is greatly assisted 


by data derived from the Census of Manu- 
factures. 

The Ontario Government commenced the 
collection of Census of Manufactures reports 
with the Dominion Bureau of Statistics 


several years ago. This decision was made © 


as a result of strong representation, particu- 
larly from the central economic and statistical 
research units of the Department of Treasury 
and Economics. On the basis of these repre- 
sentations, the Government authorized the 
Statistical Centre to enter into an agreement 
with the Dominion Bureau of Statistics, under 
authority of the Federal and Provincial Statis- 
tics Acts, which enabled the editing, proces- 
sing and compilation of statistics pertaining 
to Ontario manufacturing activities. 

It was anticipated that the Ontario Statis- 
tical Centre, by undertaking this project, 
would produce more current and comprehen- 
sive manufacturing statistics, not only for the 
province as a whole, but also for smaller 
geographic or administrative areas within the 
province. Such detailed and special tabula- 
tions require comprehensive editing, and are 
not readily obtainable from the Dominion 
Bureau of Statistics. The relative importance 
of industries on a national scale over time is 
not necessarily consistent with that at pro- 
vincial or sub-provincial levels. 

_ Ontario’s decision to participate directly 
in the Census of Manufactures was strength- 
ened by the feeling that joint participation on 
the part of D.B.S. and Ontario, would have a 
positive effect in terms of ensuring a high 


quality of edited reports, a more complete 


coverage of manufacturing establishments 
and perhaps, a greater sense of co-operation 
oy the respondents. It was also believed that 
by training and introducing its own field force 
‘or maintaining “‘in person” contact with re- 
spondents, Ontario could make a useful con- 
‘ribution toward obtaining quality statistics 
by ensuring that the limited field staff of the 
Ontario Statistical Centre would be prepared, 
when needed, to provide any assistance to 
respondents experiencing difficulties in the 
completion and submission of their industry 
-eturns. 

| In this way, a mutual understanding of 
ihe problems and needs of both may be more 
readily achieved. It is the intention of the 
Hiario Government to encourage and sup- 
dort, where possible, this personal approach 
in order that the field staff might gain a better 
inderstanding of the industrial production 
process and organizational structure of in- 
dustry, while the individual firm will gain a 
lew awareness of its role in providing the 
Mpetus and factual material upon which 
doth short- and long-term economic projec- 
ions can be built. 

| In soliciting statistical data, the respon- 
jents must have assurance that the informa- 


tion submitted is safeguarded. The Ontario 
Government, through the Ontario Statistical 
Centre, is acutely aware of this need. As a 
result, the organization and data collection 
techniques have been formulated with the 
confidentiality aspects of the data receiving 
prime consideration. By way of explanation, 
it may be useful to outline the general policy 
followed. 

Individual business firms and other organ- 
izations submit to the Ontario Statistical 
Centre, economic, financial and other data 
regarding their own business operations for 
the purpose of producing meaningful indus- 
trial statistics. In order to ensure a continuous 
flow of accurate information, the Centre re- 
spects an individual’s or firm’s right to limit 
the circulation of information about himself 
or the corporate entity. 

Statistical information collected under the 
Statistics Act, as for example, the Census of 
Manufactures, are produced by staff mem- 
bers of the Department, who must take an 
oath of secrecy as prescribed by this Act. 
Unless written consent has been obtained 
from the respondent, any information collect- 
ed under the Statistics Act, or any other con- 
fidential data: (a) will be used for internal 
purposes only; (b) will not be accessible to 
other government departments or the general 
public; and (c) will not be used for extracting 
and publishing information in such manner 
that it would identify an individual or 
company. 

However, in many instances an individual 
or firm could be identified indirectly through 
deduction of plant location, unusual desig- 
nation or occupational requirements. There- 
fore, great care is taken to ensure that no 
specific information shall be published which 
would identify an individual person or the 
production activities of an establishment or 
firm. To avoid residual disclosure, all sta- 
tistical tabulations for publication are care- 
fully screened in accordance with procedures 
developed in co-operation with D.B.S., and 
designed to prevent identification of respon- 
dents. 

In the Census of Manufactures, for exam- 
ple, an item is considered to be confidential: 

(a) if fewer than three firms report, 

(b) if there are three reporting firms, any 
one of which accounts for 75 per cent 
or more, or any two of which account 
for 90 per cent or more, of the total. 

(c) if there is any number of reporting 
firms greater than three, where publi- 
cation of the figures would result in 


disclosure. Presumably, this will occur 
where one firm accounts for 75 per 
cent or more, or two firms account for 
90 per cent or more, of the total re- 
ported value of the item. 

There has been, during recent years, a 
growing awareness by economists of the need 
for extensive regional planning in the eco- 
nomic field, and accordingly, the Province 
has developed a plan of well-defined eco- 
nomic regions. The complexity of data re- 
quired for studies within these areas is beyond 
the data collecting capabilities of individual 
groups or organizations and requires the com- 
bined efforts of private enterprise and all 
levels of government which will at the same 
time ensure the proper application of confi- 
dentiality procedures. 

Participation in statistical projects with the 
Dominion Bureau of Statistics, municipalities 
and private enterprise, helps to meet the 
pressing statistical requirements of the De- 
partment of Treasury and Economics, as well 
as other departments, by providing more cur- 
rent and comprehensive statistics for both the 
province and smaller geographic areas than 
otherwise would be available. In summary, 
Ontario’s statistical activity ensures a pro- 
gram interfaced in terms of provincial and 
sub-provincial data needs. 


Census of Forestry 

Closely allied with the Census of Manufac- 
tures is the Census of Forestry survey recently 
formalized by the Department of Treasury 
and Economics and the Department of Lands 
and Forests in co-operation with the Domin- 
ion Bureau of Statistics. The survey will gen- 
erate data similar in form to that of the 
Census of Manufactures and cover an impor- 
tant sector of the Ontario economy. Informa- 
tion will be obtained on the organizational 
structure of the industry, products and 
services, employment and payroll for approx- 
imately 2,000 establishments. These produc- 
tion units are primarily engaged in cutting 
pulpwood, logs for lumber, cordwood, fuel 
wood, telegraph and telephone poles. 

The information derived from this source 
will materially assist in supplying a wealth 
of factual information pertaining to opera- 
tions in the woods at both provincial and sub- 
provincial levels. The data will complement 
inventory studies and other research activities 
in support of forest management policies de- 
veloped by the Forestry Department. 

The Censuses of Manufactures and 
Forestry have been mentioned as the type of 
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selective statistical operation suitable for 
computer application in developing a Central 
Information System. Other potential sources 
of information currently being cultivated will 
provide new statistical data having relatively 
high utilization and, accordingly, some refer- 
ence to these is given below. 


Municipal Assessment Survey 

The Province of Ontario is currently encour- 
aging all municipalities to adopt a standard- 
ized form of collecting, storing, processing, 
and reporting assessment and related statis- 
tical information in such fashion that a fully 
computerized system will evolve. The Eco- 
nomic and Statistical Services Division, 
through the Ontario Statistical Centre, is par- 
ticipating with the Department of Municipal 
Affairs in the design and implementation of 
this project. As this system becomes opera- 
tional, the Centre anticipates receiving annu- 
ally from all assessment jurisdictions in the 
province, data on population characteristics, 
land use, and residential and non-residential 
building inventory. 

This basic system was developed by a spe- 
cial committee, organized by the Assessment 
Branch of the Department of Municipal 
Affairs with technical assistance provided by 
the Statistical Centre and the electronic data 
processing industry. The committee, in the 
design stages, paid particular attention not 
only to the needs of assessors and municipal 
planners, but also considered the long-term 
requirements of government organizations. 
Codes, classifications, and standardized 
forms were designed and built into the frame- 
work of this system facilitating optimum 
computer application. In addition, data pro- 
cessing personnel from larger metropolitan 
areas, with assistance from the Department 
of Municipal Affairs and the Centre, develop- 
ed a standard computer tape layout for use 
with the new assessment system. 

The assessor, who annually visits each 
property, provides a readily available means 
for collecting a wide variety of statistics over 
and above those normally compiled in a de- 
cennial census year such as floor and lot 
area measurements, vehicles per occupancy, 
and land use data. The statistical information 
on housing, obtainable from municipal rec- 
ords, is more reliable than information from 
the decennial census since it is compiled from 
a total enumeration and dated annually, 
while information from the decennial census 
is based upon a sample which, for the cen- 


suses of 1951 and 1961, consisted of 20 per 
cent of all dwellings. 

It is anticipated that information from this 
relatively untapped source of socio-economic 
data will be incorporated into the Central In- 
formation System and, subject to confiden- 
tiality restrictions, will become available to 
various departments for research and plan- 
ning purposes. There is increasing demand 
for information of a socio-economic nature 
on a small area basis for intercensal years. 
Information from assessment records will 
help to fulfill this need and, when stored in 
data bank facilities, this information will be 
available for studies undertaken, not only by 
the Department of Treasury and Economics, 
but also by other government departments 
such as Municipal Affairs, Highways, Ontario 
Housing Corporation, Ontario Water Re- 
sources Commission and Agriculture and 
Food. 

Upon meeting confidentiality require- 
ments, information from the Municipal As- 
sessment Project will be available for a 
variety of small area units such as county or 
district and municipality with its administra- 
tive sub-divisions. Such information will 
assist in the preparation of regional studies in 
Ontario by providing statistical inputs such 
as: population and family characteristics, 
rural area distribution by farm and non-farm 
units, demographic and other data on urban 
communities and specified agricultural sta- 
tistics, including land use. The availability of 
similar information in a geographic frame- 
work is needed by school authorities, city 
planners, and other researchers. Population 
data so obtained can be used to modify 
demographic projections, for planning and 
other economic studies. Statistical data from 
this source will provide assistance in develop- 
ing population series as well as traffic flow 
projections, extension and routing of pro- 
posed new arterial roads, apartment density 
surveys, and educational studies. 

The subsequent acquisition of statistics for 
any given area will be further enhanced with 
the development of a geocoding system. 
When completed, it is anticipated that this 
system will be used for identifying all assess- 
ment data, thus providing permanent land 
identification in the form of a co-ordinate 
system based on the smallest possible unit, 
for example, the property level. Land identi- 
fied by geocoding is not subject to ad- 
ministrative boundary limitations and may, 
therefore, be aggregated into any desired area 


configuration depending on the unit mesh 
selected. 


Geocoding 

The collection, over time, of increasing 
amounts of data necessary in research and 
policy planning has made it imperative that 
the data be standardized and suitably iden- 
tified. For identification purposes the general 
procedure currently used is to assign numerie 
codes to basic area units such as counties and 
municipalities for reference purposes. Geo- 
graphic coding procedures are restricted to 
relatively large units but with the increasing 
importance attached to small area statistics 
together with the multiplicity of area con- 
figurations required for specific studies, the 
method has tended to become less satisfactory 
for many research purposes. With the ad- 
vances being made in computer technology 
it is now possible to use a more refined tech- 
nique by assigning co-ordinates to small 
units on the basis of a fine spatial mesh. This: 
method known as geocoding assigns co- 
ordinates with reference to a given point. 

The importance of geocoding is brought. 
sharply into focus when consideration is given. 
to the needs of research personnel engaged in. 
a variety of special area studies. Initially, the: 
economic analyst’s concept of a small area 
depends on the type and nature of the study. 
and while an area of specified size and shape! 
is regarded as an adequate economic unit for: 
some surveys, others may require a unit. 
which differs in both size and shape. Thus the. 
interpretation of a small area is flexible and 
capable of definition only in terms of a par-: 
ticular study or need at a specific time. What | 
is desired is a co-ordinate system which al-. 
lows the user to more adequately define both 
the size and the configuration of the area of | 
interest. Geocoding as a means of -identifica- | 
tion achieves this by not being restricted to” 
the use of discrete geographical sets such as. 
municipalities, counties or regions and as a) 
consequence allows the researcher flexibility 
to uniquely define a small area and apply 
relevant data in meaningful terms. The ab- 
sence of arbitrary boundary conditions, as 
they currently exist, will ensure that future — 
changes in the size and shape of the geo- 
graphic units will have no adverse effect on 
the ability of the economist to both store and 
retrieve information from the data bank on 
a continuing basis. 

The development of geocoding will there- 
fore, contribute greatly to the establishment 
of data banks which are capable of providing 


vformation for extremely small units. The 
scords of each of these units stored in the 
ata bank which contain information on 
ixation, economic and demographic charac- 
sristics and other useful series, will be 
ccessible through the use of sophisticated 
omputer programs. 

Urban planning bodies will be able to use 
ne information obtained from municipal 
ssessment records and stored in the data 
ank. In similar fashion those engaged in 
ransportation studies will be able to 
trengthen the evaluation procedures con- 
erned with public and financial policies. In 
ddition, research in such areas as water 
2sources, public health, education and others 
vill derive benefits from the flexibility in 
aethods of data aggregation brought about 
qrough the use of geocoding techniques. 
yeocoding will fit logically into the Central 
nformation System and will significantly in- 
rease the flow of information useful to policy 
ormulation, government research and plan- 
ing activities. 

fortgage Registration 

An agreement has recently been finalized 
‘etween the Dominion Bureau of Statistics 
nd the Ontario Statistical Centre to conduct 
| continuing survey of conventional mort- 
age registrations scheduled to become oper- 
tional in January of the coming year. This 
urvey will include all conventional mort- 
lages of residential, commercial and indus- 
lal properties but will exclude those on 
zasehold properties as well as all bond and 
‘ebenture mortgages. 

| Items of information being considered for 
ie survey questionnaire will include property 
deation, name and address of the mortgagee, 
ioded and classified by eight commercial or 
industrial activities, as well as the name of 
1e mortgagor, classified by type of borrower. 
additional items of statistical value will sup- 
ily information concerned with the financial 


ft 
} 
} 


terms of the mortgage such as amount, total 
price of the property, rate of interest, dura- 
tion of the contract and purpose of the loan. 

Since little or no current information is 
readily available with respect to conventional 
mortgage lending on the part of individuals 
or corporations (other than institutional lend- 
ers) this project will serve to bridge a gap in 
the array of useful economic statistics. Data 
of this nature will better enable economists 
concerned primarily with the development of 
financial flow tables to plan such analyses on 
the basis of a reliable and continuing infor- 
mation flow. 


Supplementary Information Sources 
Coincident with the generation of informa- 
tion introduced into a central system as a 
consequence of comprehensive questionnaire 
surveys, there exists a continuing need for 
special data to supplement those already 
available through the central statistical unit. 
The Economic and Statistical Services Divi- 
sion obtains this information by the use of 
special field surveys designed to meet specific 
needs. The special survey may take the form 
of a direct questionnaire from the Centre to 
the respondent, while on some occasions the 
personal visitation technique, utilizing a field 
force, may be necessary when the survey is 
technically involved or otherwise not deemed 
acceptable in the mailed form. Such surveys 
may involve universal coverage or selective 
sampling. 

The success of this endeavour will be of 
direct benefit to both the government sector 
and the business community. Economic 
indicators will be more meaningful and 
sophisticated, while economic models will 
incorporate many variables for which in the 
past, data were not available. Provincial and 
regional accounts, similar to National Ac- 
counts data, will be developed to provide 
accurate and timely information relative to 
economic activity at these levels. 


The Economic and Statistical Services Di- 
vision recognizes the importance of making 
available as much publishable economic in- 
formation as possible. Reports will be re- 
leased on a regular basis supplemented where 
feasible by others. of a special nature such as 
econometric studies. Current publications by 
the Division include the Ontario Economic 
Review which is a bimonthly document and 
the Ontario Statistical Review, produced on 
an annual basis. The creation of a strong in- 
formation interface between government and 
business is a prime objective of the Division’s 
policy. This service, in its ultimate form, will 
result in better understanding the many facets 
of the environment in which economic policy 
is shaped. 

Throughout this article it has been assumed 
that the rapid change in the present socio- 
economic environment is likely to accelerate 
in the future. All the evidence at hand tends 
to support this assumption. Therefore, con- 
tinuing review and assessment will be given 
to methods of collecting, storing and manipu- 
lating the data units used in developing sound 
policies. As the economic structure becomes 
more complex, new data and more sophisti- 
cated techniques must be utilized to support 
effective policy planning. It is, therefore, in- 
tended that a greater integration and flow of 
economic data be made available through a 
Central Information System. 

The organization of socio-economic data 
in the Ontario Government will be condi- 
tioned by the implicit information required in 
a wide range of analytical studies and eco- 
nomic models being initiated by research and 
planning personnel. Another important fea- 
ture of the system which has been specifically 
mentioned is the capability of the computer 
to perform a broad range of processing and 
computational tasks. Consolidation of these 
features into the information system is indica- 
tive of the structural form it must take in 
order to attain stated objectives. 
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conomic Indicators 
‘seasonally Adjusted 
1967 1968 
Sept. Oct. Noy. Dec Jan. Feb. Mar. April May June July Aug. Sept. Oct. 
Leading Indicators 
Average Weekly Hours Worked in 
Manufacturing Number 40.4 40.4 40.4 40.9 39.9 40.5 39.6 40.6 40.7 40.3 40.3 
New Orders in Manufacturing Industries* $ Million 3,289 3,300 3,242 3382 3,225 3,163 3,193 3280 3,365’ 3,356 3,385 3,426 3,584 
Business, Industrial and Engineering 
| Construction Contracts $ Million 99:2 129.7 133.0) 125.4 99.3 114.5 105.1 105.4 122.6 128.7 9737) AGI-S 
Urban Housing Starts Number 72,100 66,100 61,000 58,700 76,600 72,700 79,400 69,200 63,200 60,800 61,900 63,900 48,900 
Money Supply* $ Million 23,755 23,839 24,041 24,147 24,149 24,479 24,682 24,972 24,987 25,400 25,846 26,314 26,702 
TSE. Industrial Index" 1956 = 100 168.72 157.39 161.60 162.28 157.43 150.24 146.88 160.43 157.87 166.61 165.93 169.02 176.37 179.61 
Business Failures" Number 34 79 43 73 54 59 87 52 50 46 49 28 36 46 
Business Failures — Liabilities" $ Million 2.6 16.6 2.9 24.3 2.6 1.8 5.6 6.4 2.8 6.6 2.9 ie) 3 2.1 
Coincidental and Lagging Indicators 
Gross National Product* (Annual Rate) $ Million 62,372 62,992 64,912 66,396 
Average Hourly Earnings in Manufacturing $ 2.56 2.58 2.58 2.60 2.59 92:58 2.60 2.67 2.68 2.69 2.68 
3-Month Treasury Bill Rates” Per Cent 4.76 4.95 5.46 5.95 6.29 6.80 6.98 6.99 6.95 6.56 6.03 5.48 5.66 
Cheques Cashed in Clearing Centres! $ Million 5,133 5,081 5,459 5,485 5,006 4,959 5,313 5,031 5,448 5,199 5,381 6,034 
Retail Trade $ Million Te 762 773 767 803 768 780 785 779 804 840 835 850 
Labour Force 000’s 2,851 2,853 2,860 2,856 2,857 2,892 2,869 2,890 2,918 2,962 2,948 2,937 2,959 3,002 
Employed 000’s 2,162 2,746 2,764 2,762 2,769 2,793 2,760 2,796 2,796 2,844 2,825 2,837 2,858 2,890 
Unemployed 000’s 89 107 96 94 88 99 109 94 122 118 123 100 101 112 
Unemployed as % of Labour Force Per Cent 3.1 3.8 3.4 3:3 3.1 3.4 3.8 3.3 4.2 4.0 4.2 3.4 3.4 3.7 
Wages and Salaries $ Million 1,075 1,070 1,086 1,094 1,109 1,103 1,107 1,130 1,135 
Index of Industrial Employment 1961 = 100 124.6 124.4 125.7 125.8 126.1 124.3 125.2 125.6 125.5 122.3 123.4 
Index of Industrial Production® 1961 = 100 152.4 151.1 154.5 156.8 153.8 153.9 1549 156.8 158.4 160.1 159.5 159.3 161.1 
Total Manufacturing® 152.3. 149.9 153.9 156.6 153.0 152.2 154.0 156.4 158.1 159.6 157.7 157.9 160.7 
Non-Durables* 138.4 137.6 139.3 140.1 138.8 141.9 145.7 143.5 142.8 1461 142.1 139.8 142.6 
Durables¢ 169.2 165.0 171.8 176.7 1704 164.8 164.2 172.2 176.8 176.2 177.0 180.0 182.7 
Mining® 147.8 149.1 150.8 152.2 145.8 152.8 152.4 153.3 153.1 154.6 156.1 154.2 153.5 
Electric Power and Gas Utilities® 160.6 164.0 165.4 165.5 172.9 170.0 166.6 165.7. 169.1 172.1 179.9 179.0 176.8 
Primary Energy Demand (Annual Rate) BKWH 50.98 52.41 53.86 53.78 55.60 55.1 5 54.01 53.94 53.81 53.83 55.92 55.69 54.83 
Exports (including re-exports)* $ Million 861.3 956.7 969.4 1,023.0 1,077.7 1,140.4 1,125.7 1,165.3 1,097.2 1,115.9 1,063.5 1,103.5 1,111 5 
Imports© $ Million 921.8 889.5 882.5 928.7 974.5 1,093.9 970.9 1,026.6 992.2 962.7 927.3 963.0 1,110.9 
_ Unclassified Indicators 
Foreign Exchange Reserves" USS. $ Million 2.221 2,303 2,277 2,268 2,175 2,490 2,244 2,416 2,695 2,574 2,515 2,590 2,534 
Industrial Materials Price Index” 1935-39 = 100 251.2 250.1 252.9 254.3 253.5 252.4 253.0 251.2 252.0 253.0 253.4 254.2 253.4 256.8 
Consumer Price Index" 1949 = 100 150.7 150.5 151.0 151.8 152.6 152.7 153.2 154.1 154.2 154.7 155.6 156.0 156.4 156.8 


Statistics for Canada. 
NGF Seasonally adjusted. 
Ontario less Toronto. 
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About the Review 

The feature article for the January-February 
edition of the Ontario Economic Review 
presents long-term population estimates for 
the Province of Ontario. The projections, by 
five-year age groups and for five-year 
intervals, are based primarily on 1966 census 
data and reflect current demographic 

trends. 

At present, fertility rates are decreasing 
and death rates continue to decline while net 
migration adds an average population 
increment of approximately 50,000 per year 
in Ontario. 

However, it should be emphasized that 
these projections represent extensions of 
current demographic trends and thus reflect 
the anticipated outcome of changes 
in the population structure. Therefore, to 
the extent that social attitudes and economic 
conditions are subject to change, these 
projections should be considered preliminary. 

This article, an extract from a more 
detailed study, was prepared by 
Mr. R. Kogler, Economist with the Economic 
Analysis Branch, Economic and Statistical 
Services Division, Department of 
Treasury and Economics. The author 
acknowledges with appreciation the 
contribution of Dr. J. Samuel, formerly with 
the Economic Analysis Branch, to the 
research and preparation of this study. 

The material for the review of the 
Ontario Economy in 1968 was largely 
prepared by the Economic Planning Branch 
of the Policy Planning Division, 

Department of Treasury and Economics. 


1971-1991 


Indicator Charts, Pages 10-12 


Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do 


not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 

grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 10-12 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
Over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


The Ontario Economy in 1968 


[he tempo of economic activity picked up 
sharply in 1968 after passing through a 
eriod of slow growth the year before. The 
esulting gains in the economy exceeded even 
he most optimistic predictions of one year 
go. Gross provincial product — the total 
value of final goods and services produced in 
Intario — rose to an estimated $26.9 billion, 
ip 8.0 per cent from the $24.9 billion re- 
sorded in 1967. Unlike the previous year, 
a 1968 saw real growth (4.5 per 
ent) exceed the growth of prices (3.5 per 
ent). 

_ This more rapid pace in the economy has 
een reflected in rising income, production, 
nvestment and employment. At a more 
‘isible level, it has shown itself in rising 
\ousing construction, increased purchases of 
utomobiles and a general increase in the 
murchases of a wide variety of consumer 
oods. 

What has made these advances all the 
nore remarkable is the number of adverse 
actors which at times confronted the 
conomy in 1968. From the very beginning 
if the year there were pressures which ordi- 
arily might have seriously impaired the pro- 
ince’s economic growth. Early in the year 
ne United States announced a number of 
aeasures designed to improve its balance of 
ayments position. Among these was one 
thich appeared to threaten Canada’s eco- 
omic health: the restriction of investment 
1 US. subsidiaries. Speculation: that this 
rould lead to massive repatriation of U.S. 
inds produced fears for the Canadian 
conomy which did in fact result in abnor- 
aally large sales of Canadian dollars. This 
nally subsided when the U.S. provided 
ssurances that funds would not have to 
vave Canada, and was later reinforced by 
le exemption of Canada from U.S. guide- 
mes on direct investment and lending by 
1.S. banks. 

This was barely over when the inter- 
ational monetary crisis of March developed 
ver speculation about the future role of 


lew Motor Vehicle Sales: Ontario 


“urce: DBS, New Motor Vehicle Sales. 


»>stimate, Department of Treasury and Economics. 


gold. This was eased with the recommenda- 
tion and acceptance of the two-price gold 
system. Under this arrangement, central 
banks will buy and sell gold at the official 
price of $35 (U.S.) an ounce, while the price 
on the open market would be free to fluc- 
tuate. The system appeared to function effec- 
tively during the second and third quarters 
of the year but new monetary unrest in the 
latter months revealed that it was only 
partially effective in facilitating stability and 
may be considered more of a stopgap mea- 
sure than a final solution to international 
monetary problems. 

Responding to a decided easing in U.S. 
monetary policy and credit conditions and 
faced with the problem of replenishing 
government cash balances — which were be- 
ing rapidly depleted by the rebuilding of ex- 
change reserves lost in January, the redemp- 
tion of Canada Savings Bonds and higher 
than projected government outlays — the 
Bank of Canada embarked on a policy of 
monetary ease. Successive reductions in the 
bank rate to its pre-crisis level were accom- 
panied by a 14 per cent expansion in the 
public money supply over a seven-month 
period. Banks were provided with sufficient 
reserves to accommodate a moderate rise in 
loan demand as well as to add over $1.0 
billion to their treasury bill and government 
bond holdings. Money market rates went 
below 5.5 per cent, and yields on long-term 
government bonds dipped below 6.5 per cent. 

The final quarter of 1968 saw a new crisis 
on the international monetary scene involv- 
ing the major European currencies. However, 
the Canadian dollar remained strong. The 
lack of response of the buoyant U.S. economy 
to fiscal restraint prompted the Federal Re- 
serve System to shift to a less permissive 
stance and to reinforce this move on Decem- 
ber 17th by raising the discount rate from 
5.25 per cent to 5.5 per cent. The Bank of 
Canada followed almost immediately with an 
increase in the bank rate from 6.0 per cent 
to 6.5 per cent. Intense pessimism, especially 


1967 19681 1968/67 

Units Sold Per Cent Change 
assenger 274,976 304,673 10.8 
‘ommercial 44,863 SOS) 12.6 
otal 319,839 355,021 11.0 


in connection with widespread inflationary 
expectations, engulfed bond markets during 
November and December, and bond yields 
rose well above their earlier peaks while 
short-term rates advanced moderately. 

Ontario was also hard hit by strikes in 
1968, especially in the first half of the year. 
Industrial disputes — particularly in the auto- 
mobile industry, which is virtually all located 
in this province — seriously restrained pro- 
duction early in the year. As a result more 
man-days of work were lost in less than six 
months than had been lost throughout all of 
1967. As the leading industrial province, 
Ontario has carried a substantial proportion 
of the total Canadian burden in 1968. Out 
of a total loss of 4.6 million man-days, On- 
tario has accounted for 60 per cent or 2.8 
million man-days during the first nine months 
of 1968. 

Despite these adverse factors, any one of 
which would have been considered harmful 
to the economy, Ontario scored impressively 
in 1968. Undoubtedly the largest single con- 
tributing factor was the outstanding 15.0 per 
cent rise in provincial exports. At the national 
level the total value of exports increased by 
19.0 per cent — more than twice the growth 
target set by the federal government and the 
biggest annual percentage increase in 17 
years. 

Export growth was concentrated in the 
United States which took more than 67.0 per 
cent of total Canadian shipments abroad. 
Sales to the U.S. expanded in value by a 
remarkable 25.4 per cent to $9,183 million, 
however, sales to all other countries increased 
by less than 7.5 per cent to $4,393 million. 
For the fourth consecutive year since the in- 
ception of the Canada-U.S. Auto Agreement 
Canada’s total automotive exports were im- 
pressively strong rising approximately 52.0 
per cent over 1967, as American consumers 
increased their spending reflecting higher 
incomes. By year-end the annual value of 
auto exports was approximately $1,363.9 
million — almost 10 times what it was in 
1965, the first year of the agreement. In 
addition, since the auto trade agreement 
was signed in 1965, about 50,000 new jobs 
have been established in Canada and about 
$600 million invested in new plant and 
equipment. Added to this generally buoyant 
environment was the stimulus of strike- 
induced purchases from Canada. In an at- 
tempt to protect against an anticipated steel 
strike — which never materialized — Ameri- 


The Ontario Economy in 1968 


Canadian Domestic Exports, 1965-1968 


1965 1966 1967 1968 66/65 67/66 68/6 
$ Million Per Cent Change 
Commodity Group: 
Food, feed, beverages and tobacco 1,629.8 1,888.5 1,602.1 1,530.0! 15.9 <= 5y| ANS 
Inedible crude materials 76307 1,947.3 2,108.3 2,483.5! 10.4 8.2 17.8 
Inedible fabricated materials 3,728.8 4,012.2 4,229.1 4,854.9! I6 5.4 14.8 
Inedible end products 1,300.1 Del EOS 3,106.8 4,240.7! 63.0 46.6 36.2 
Geographic Group: 
United States 4,840.5 6,234.9 Weo2ac2 9,183.2 24.5 17.4 25.4 
United Kingdom 1,174.3 ee a Wa: Li Sel 1,224.1 —4.4 4.1 33 
All Others 25103 DOSI 2,909.7 3,169%2 16.3 —2.0 8.9 
Total 8,525.1 10.325:9 11,410.9 13,576.4 18.1 10.3 19.¢ 
lestimate. Department of Treasury and Economics. 
Source: DBS, Summary of Exports. 
Total Motor Vehicle and Parts Exports favourably with the 1968 Canadian rate c 
4.9 per cent. 
1967 1968 1968/67 There were other instances of modes 
$ Million Per Cent Change gains. Non-residential construction, unlik 
; ; housing, moved ahead only moderately wit 
Passenger automobiles and chassis 879.4 E3639 Doon most of the activity centred in commercia 
Other mots vehicles 326.7 458.7 40.4 institutional and government constructior 
Motor vehicle engines and parts 158.9 251.0 Dork Investment in machinery and equipment to 
Motor vehicle parts, except engines 365.1 566.5 pee was somewhat restrained. According to th 
Total 1.730.1 2 640.2 526 mid-1968 survey of investment intentions, - 


Source: DBS, Summary of Exports. 


cans sharply increased imports of iron and 
steel products as well as a number of other 
important metals. The result for Canada was 
a remarkable advance in its exports of metals 
to the United States, one which helped push 
total Canadian exports to all countries to 
$13.6 billion. 

Although exports dominated the advances 
made in 1968, and played an important role 
in pulling the entire nation out of the 1967 
slowdown, there were other noteworthy im- 
provements as well. Ontario’s housing con- 
struction rose sharply for the second succes- 
sive year. The injection of additional funds 
into housing and some easing in the money 
markets contributed to the estimated record 
80,375 housing starts, a gain of approxi- 
mately 18.0 per cent. 

Personal consumption, reflected in retail 
sales, also moved up sharply in 1968. Total 
retail sales rose to $9.7 billion in Ontario for 
the first eleven months, up approximately 9.0 
per cent from 1967’s $8.9 billion. The largest 
advances, ranging between eight and twelve 


per cent, took place in motor vehicles, 
garages and filling stations, department, 
general and grocery stores. 

Rising sales were a reflection of yet an- 
other prominent advance, that of personal 
income. While the gain in wages and salaries 
eased slightly from the exceedingly high 
growth rate of 1967, it was nevertheless quite 
substantial. Improved profits — reflecting 
higher productivity gains — added to this and 
helped push total Ontario personal income 
to $20.5 billion, a gain of approximately 
nine per cent. 

Of course the gains in the economy were 
not all impressive. While labour force and 
employment both rose from their 1967 levels, 
labour force rose more rapidly, widening the 
gap between them and increasing the rate of 
unemployment. The labour force reached 
2,935,000 on an annual basis in 1968, while 
employment rose to 2,830,000. The resulting 
3.6 per cent unemployment rate represented 
an increase from the 3.2 per cent rate of the 
preceding year, but still compared quite 


gain of only 1.8 per cent was to have bee 
anticipated for all of 1968. This same surve 
outlined a total gain of 7.0 per cent for a 
private and public investment, taking it fror 
$5.3 billion in 1967 to $5.6 billion in 196% 
Most of this gain is attributable to the 17. 
per cent rise in housing investment. 

On the whole, there has been a mode: 
improvement in the price situation althoug 
there was some deterioration toward the en: 
of the year. The near four per cent pric 
increase of 1967 should ease marginally 1 
approximately 3.5 per cent in 1968 (accor¢ 
ing to implicit price indexes of gross nationi 
expenditure) as the pressures for highe 
wages and salaries abated very slightly. 

For the third successive year price it 
creases were fairly large, accounting for | 
major portion of the rise in gross nation: 
and gross provincial products. Following | 
pattern very close to that of 1967 price i 
creases were largely the result of excessiy 
demand with increased prices mainly due | 
rising costs, in particular rising wages. Onc 
again the largest increases came in the how 
ing, government expenditure and_ servit 
sectors with gains ranging roughly betwee 

) 
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The Consumer Price Index, Canada, Ottawa and Toronto, December 1968/December 19671 


¢ Trans- Health and Recreation Tobacco 
5 All Items Food Housing Clothing portation Personal Care and Reading and Alcohol 
Canada 

1968 158.0 154.4 161.2 138.8 16237 201.0 180.1 141.1 
1967 £5138 148.6 153.8 134.7 15916 193.8 169.7 133.0 
% Change 4.1 359 4.8 3.0 120 7 6.1 6.1 
= 

1968 [56:5 154.8 [S59 144.7 178.0 211.9 L765 152.2 
1967 150.1 150.4 144.9 140.2 169.8 206.1 165.4 139.8 

% Change 4.3 2.9 4.8 3.2 4.8 2.8 6.7 8.9 
Toronto 

1968 159.4 t5261 161-9 146.9 160.8 196.2 221.8 149.1 
1967 15373 146.4 154.8 142.3 160.0 191.3 2109 136.0 

% Change 4.0 ee) 4.6 Sel) 0.5 2.6 52 9.6 


Source: DBS, Price Movements. 


‘Our and seven per cent. One major exception 
irom last year was food prices which in- 
sreased very slightly in 1967 but moved up 
libre than three per cent in 1968. In other 
lreas prices increased at approximately the 
ame rate as the preceding year with the 
eet increase in export prices once again 
ielpful in Canada’s struggle to remain com- 
detitive in world markets. 
Looking at the consumer price index, the 
ther important measure of price increases 
f the economy, the overall increase for all 
Bhs was 4.1 per cent from December 1967 
© December 1968. Gains here also showed 
_tendency to be concentrated in services 
thile food prices showed a more than aver- 
ige expected increase of 3.9 per cent. Hous- 
fg prices also experienced a sharp increase 
ast year. 
| On a regional basis, the two Ontario 
entres covered by the survey — Toronto and 
Mttawa — experienced price increases equal 
and greater than the national average. In 
Fonte the December 1968 level of 159.4 
fas 4.0 per cent above the corresponding 
evel twelve months earlier. The Ottawa level 
f 156.5 was 4.3 per cent higher than one 
ear ago. Relative to nationwide increases, 
bod, housing and clothing prices rose 
imately the same amount in the two 
ntario centres. While transportation costs 
1 Toronto increased by 0.5 per cent, the 
prresponding index for Ottawa rose 4.8 per 
a Ottawa surpassed Canada in the recrea- 
n and reading component as well as regis- 


‘ting — along with Toronto — significantly 
——____ 


larger than national gains in the tobacco and 
alcohol category last year. 

Looking to the future, the most important 
unknown factor to reckon with is the rate of 
economic growth in the United States. If, as 
expected, the U.S. economy cools off notice- 
ably in the first half of the year (as a result 
of the tax increases and spending cuts im- 
posed last July), Canada will inevitably feel 
some of the dampening effects. Exports cer- 


tainly will not enjoy the same rate of growth ~ 


as in 1968, but much of this is due to the 
special circumstances which existed last year. 
Hopefully they will reach the anticipated 
level of average gain of ten per cent, although 
the extent of cooling in the United States will 
determine whether this goal is reached. Fur- 
thermore, if this cooling persists for any 
length of time, it could affect the growth of 
Ontario’s manufacturing. 

These cautionary words may yet prove 
unnecessary. The U.S. economy has con- 
tinued to display great strength much to the 
surprise of those who have been predicting 
downturns since late last summer. In the 
light of the mounting exemptions to U.S. 
government spending cuts, which has the 
effect of easing any dampening in the econ- 
omy, it would appear likely that the cooling 
will take place but will not be severe enough 
to cause considerable disruption. In any 
event any cooling that might take place to 
ease the serious inflationary conditions in the 
U.S. may give way to higher growth rates at 
mid-1969. This is conditional on whether or 


not the Revenue and Expenditure Control 
Act of 1968, which is responsible for the 
cooling, will be allowed to automatically 
expire at that time. 

Even with a considerable lessening in U.S. 
demand, the Canadian and Ontario econ- 
omies are in sufficiently strong positions to 
withstand any adverse effects in the first half 
of the year. Unlike the United States, Canada 
and Ontario will not experience any substan- 
tial inventory liquidation, mainly because this 
adjustment had been made late in 1967. The 
year 1969 should also see a repeat of the 
good gains made in housing construction 
along with some improvement in investment 
in machinery and equipment. 

In manufacturing it is expected that further 
improvements in productivity will be re- 
corded in the year ahead with only mild 
disturbances in the first half if the U.S. 
economy decelerates to any substantial de- 
gree. Consumer spending should continue 
fairly strongly as incomes once again rise 
substantially, although there is some question 
as to the extent that retail sales will be 
affected by the recent income tax increases. 

In general Ontario can look forward to a 
year of growth similar to that of 1968. Gross 
Provincial Product is expected to rise to 
$28.9 billion, a gain of approximately 7.4 
per cent, made up of a less inflationary price 
increase of 3.2 per cent and real growth of 
roughly 4.2 per cent. This broadly based 
strength in the economy should therefore pro- 
duce another year of prosperity for Ontario. 
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Preliminary Population Projections for Ontario, 


R. Kogler, Economist 
Economic Analysis Branch 


Population and estimates of future population 
provide a basis for the formulation of both 
public and private policy. Information is 
therefore essential not only on the present 
size and composition but also on the anti- 
cipated size, growth rate, age and sex distri- 
bution of the provincial population in order 
to facilitate economic and social planning. 

An accurate estimate of anticipated labour 
supply is required by the government to 
ensure the provision of adequate employment 
opportunities in the future and to assure 
optimum utilization of available natural re- 
sources. Information on the projected size, 
composition and distribution of the popula- 
tion is necessary to estimate the future 
demand for educational institutions, trans- 
portation and recreation facilities, medical 
and heath services, water supply, sewage 
disposal and housing. Estimates of the avail- 
ability and location of labour supply are 
essential to the private business sector in 
formulating long-term expansion programs. 
In addition, the future level of demand for 
goods and services is dependent upon the 
anticipated size and composition of the popu- 
lation in conjunction with purchasing power. 


Historical Trends 
Since the turn of the century Ontario’s popu- 
lation has registered nearly a_ three-fold 
increase. The average annual rate of increase 
of 1.5 per cent during the period 1901-1931 
fell to 1.0 per cent in the thirties, but rose to 
2.0 per cent in 1941-51 and to over 3.0 per 
cent in 1951-61 before falling to 2.2 per cent 
in 1961-66. In comparison to the national 
average for Canada, the rate of growth of 
population in Ontario remained below that 
figure in the first quarter of this century, 
surpassed the national average in the second 
quarter and has continued to exceed the 
national average in the third quarter. 
Scrutiny of the components of population 
growth in Ontario shows that roughly two- 
thirds of that growth may be traced to 
natural increase (the net balance of births 
over deaths) and one-third to net migration 
(immigration minus emigration). 


Projections in the Past 

Population projections for Ontario have been 
prepared previously in 1957! and in 1963?. 
The 1963 projection was based on the 1961 
census and covered a period of 25 years to 
1986. Both reports contained projections for 
the ten economic regions, counties and prin- 
cipal urban centres of Ontario. In addition 


1Province of Ontario, Department of 
Economics, Population Projections For the 
Economic Regions, Counties and Urban Areas 
of Ontario, 1963. 


to population projections, the 1963 report 
included estimates of anticipated labour 
force. The “component method” was used in 
the preparation of both these projections. 

Let us briefly consider the previous pro- 
jections made for Ontario in the light of actual 
population data now available. The 1957 
projection forecast 6,249,000 and 6,990,000 
people as the likely population of Ontario 
for 1961 and 1966 respectively. The actual 
figures for these years were reported as 
6,236,000 and 6,961.000. The 1963 pro- 
jection arrived at a figure of 6,854,000 for 
1966 on the assumption of 12,000 annual 
net migration per annum and a figure of 
6,974,000 on the assumption of 36,000 net 
migration per annum. 

The closeness of the projected and actual 
figures of population should be seen in the 
light of two factors: First, the comparison 
between the projected and actual population 
figures has been only for a relatively short 
period of time. Second, the components of 
population growth such as natural increase 
and migration might move in directions other 
than anticipated and such movements could 
cancel errors which would otherwise have 
appeared. Such a phenomenon did occur in 
the period 1961-66 when natural increase 
turned out to be less than expected but this 
deficiency was compensated for by a greater 
than anticipated migration, resulting in a 
total figure very close to the projection. 


Assumptions 

As with any forecast, population projections 
must be considered in the light of the assump- 
tions on which they are based. Some of 
these assumptions are of a general nature 
regarding the economic, political and social 
conditions likely to prevail in the area during 
the period for which the projections are 
made. Usually, all population projections 
assume that no major wars, catastrophes or 
serious economic depressions will occur dur- 
ing the period. Excepting minor business 
cycles, an uninterrupted high level of econo- 
mic activity is assumed throughout the period 
of the projection. In addition, assumptions of 
a more specific nature pertaining to the future 
behaviour of the demographic variables of 
fertility, mortality and migration are made. 


Fertility 

Fertility, the most important demographic 
variable in the context of population pro- 
jections, is also the most difficult when mak- 
ing assumptions. As observed by the United 


2Government of Ontario, Department of 
Economics and Development, Population and 
Labour Force Projections For Economic 
Regions of Ontario, 1961-1986. 


1971-1991 


States Bureau of the Census: “of the com- 
ponents of population change, the fertility 
component is the one with the highest degree 
of uncertainty in determining the population 
for future years.”*? This becomes clear even 
by a cursory examination of the fertility 
variable in the past. 

The crude birth rate* for Ontario for the 
period 1921-25 stood at 23.7, from there it 
fell to 17.5 in 1936-40, then rose to 26.8 in 
1957 before falling again to 17.8 in 1967, 
‘Total fertility rate’’> rose from 2,648 in 1931 
to 3,714 in 1957 and then declined to 2,787 
in 1966. This decline in fertility during the 
last decade occurred in spite of a lowering in 
the average age at first marriage of women 
from 23.7 in 1951 to 22.5 in 1965. The per 
centage of married women in the age group 
20-24 and 25-34, the crucial age groups for 
fertility, rose to 65.3 per cent and 88.5 per 
cent respectively in the 1960's as compared 
to 57.2 and 83.9 in 1951. Furthermorg 
between 1961 and 1966 the number of first 
marriages for females increased by 23.6 pet 
cent. ] 

However, all these factors have not been 
instrumental in raising the level of the crude 
birth rate as expected. Instead, the crude 
birth rate, as was the case with the age: 
specific fertility rate,© has further declined, 
The decline in both the crude birth rate ang, 
age specific fertility rate in the light of the 
information on the rate of and age at mar: 
riage makes abundantly clear that the cause 
of the fertility decline could not be trace¢ 
to a change in marriage rates or age at mar. 
riage. Fertility is being controlled within the 
institution of marriage. Moreover, it is 
anticipated that the social, economic ane 
psychological pressures that motivate marriec 
couples to limit their families are likely te 
continue unabated for some time. 

A further decline in fertility cannot be 
ruled out in view of the increasing numbe) 
of years spent by young women in educa: 
tional institutions, increasing urbanization) 
greater work experience and higher femal 
labour force participation rates. Moreover 
when the high and increasing cost of bearing 
and rearing children may be avoided by the. 
effectiveness of oral contraception and the 
anticipated introduction of more liberal abor 
tion laws, additional family limitation may 
be expected. The gap between the risin{ 
level of expectations resulting from the in’ 
fluence of the communications media and the 
realization of these expectations (in an econ: 
omy where suitable jobs for many youn{ 


3U.8. Bureau of the Census, Projections of the 
Population of the United States by age, 

sex and color to 1990 with extensions of 
population by age and sex to 2015, Population 
Estimates, p. 18. 
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persons entering the labour force in the next 
lew years may be in short supply), may also 
motivate young couples to postpone family 
formation or to restrict its size. Therefore 
m the light of the recent decline in fertility 
hree assumptions are made regarding the 
srobable course of fertility trends. All of 
them assume a further decline in fertility, 
put at different rates: 


: (A) Age-specific fertility rates, except for 
he age group 15-19, will remain at 1966 
evels till 1971 and then will decline till 1991 
it rates ranging between one and three per 
rent per annum for the different age groups. 
\ decline in age-specific fertility rate for the 
5-19 age group is believed to have com- 
enced in 1967. The corresponding decline 
n total fertility rate will be from 2,787 in 
966 to 1,397 in 1991, a decline of 49.9 
ver cent. 
_ (B) Age-specific fertility rates for various 
ige groups will decline by three to five per 
ent per annum till 1971 and then will remain 
onstant for the next 20 years. In terms of 
bral fertility rate, the decline will be from 
,787 in 1966 to 2,156 in 1971 where it will 
emain stable till 1991, a decline of 22.6 
ver cent. 


' (C) Age-specific fertility rates for all age 
roups will fall by three per cent in 1967 and 
hereafter will remain unchanged. The total 
attility rate would be stabilized in 1967 at 
ne level of 2,704. 


Dntario Population Levels, 1971 - 1991 


‘Aillions 


Projection ‘A’ 


M 70 
M 50 


ey 


M 30 


a RET MES) 


“rude birth rate — number of births per 
lousand of total population. 


1966 


Mortality 

Mortality rates in Ontario have registered 
significant declines in the twentieth century. 
This has been particularly evident for the 
0-4 age group whose mortality rate dropped 
from 24.8 in 1921-25 to 5.1 in 1961-66. The 
mortality rate for the 5-14 age group in 1961- 
66 was 20 per cent less than in 1921-25. 
During the same period the mortality rate for 
the 15-39 age group was reduced by one- 
third. The decline in the mortality rate for 
older age groups has also been significant, 
though not as great as the reduction for the 
younger age groups. 

The main causes of death in the higher age 
groups are diseases of the circulatory systems, 
malignant neoplasms, diseases of the ner- 
vous system and accidents. However, despite 
recent medical advances such as successful 
transplants of vital organs the mortality rate 
for those in this age group is unlikely to 
register any significant decline in the near 
future. 

Since mortality rates have shown a definite 
downward trend in the past, it is less difficult 
to make plausible assumptions on the ex- 
pected behaviour of mortality than on fer- 
tility. On the basis of the historical over-all 
trends, the expected decline in mortality rates 
during the period 1966-1991 for various age 
groups can be classified as follows: 


(a) Age groups 0-1, 1-2 and 2-3: 25-34 per ~ 


cent 


Projection ‘B’ 


M70 
M 50 
M 30 


5Total fertility rate — number of births which 
1,000 women would have throughout 

their lifetime, assuming no mortality, if they 
experienced at each age the fertility in effect 
during the period concerned. 


1966 


(b) Age groups 3-4, 35-39 and 40-44: 15-24 
per cent 

(c) Age groups 25-29, 30-34, 45-49, 50-54, 
55-59, 60-64, 80-85 and 85 plus: 5-14 
per cent. 

(d) Age groups 5-9, 10-14, 15-19, 20-24, 
65-69, 70-74 and 75-79: 0-4 per cent. 


Migration 

Migration, international as well as internal, 
has been a significant factor influencing 
Ontario’s population growth. Migration ac- 
counted for 43 per cent of the population 
increase in Ontario during the period 1961- 
65. Since 1949 over 50 per cent of all im- 
migrants arriving in Canada gave Ontario as 
their province of destination. 

Inter-provincial migration estimates are 
much more difficult to obtain since no record 
is made of provincial border crossings. How- 
ever during the intercensal years between 
1951 and 1961, net internal migration to 
Ontario from other provinces has been esti- 
mated at over 12,000 per annum. 

During the intercensal period of 1961 to 
1966 average annual net migration, includ- 
ing both international and internal migration 
to Ontario has been 48,000 as compared to 
an annual average of over 62,000 for the 
intercensal period 1956-61. 

In order to make assumptions regarding the 
future level of international migration, one 
has to take into account the joint impact of 
the forces of “push” on the immigrant from 


Projection ‘C’ 


M 70 

M SOF 11 

M 30 
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6A ge-specific fertility rate — number of 
births occurring in a specific age-group per 
1,000 women in that age-group. 
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the home country and of “pull” from the 
host country. These forces are dependent 
upon the economic, social and political con- 
ditions existing in Ontario and Canada as well 
as in the countries from which immigrants are 
drawn. Needless to say, it would be difficult 
to forecast the types of changes expected in 
the countries concerned. 
Policies, programs and administrative pro- 
cedures adopted or likely to be adopted by 
the Canadian government, the governments 
of the countries from which the immigrants 
originate or third countries to which they 
might go, also influence the rate of net im- 
migration. The tightening of U.S. immigration 
regulations in particular is expected to slow 
down the emigration of Canadians to the 
U.S.A., and thus will raise the level of net 
migration to Canada and Ontario. 
Interprovincial migration depends, prima- 
rily, upon the performance of Ontario’s eco- 
nomy in comparison with the economies of 
other provinces, the age distribution of the 
population (90% of the net immigration to 
Ontario from other provinces in the past has 
been in the age group 5-29) and the efficiency 
and cost of communication and transporta- 
tion facilities. All these considerations make 
migration a difficult variable to forecast. 
Nevertheless, on the basis of historical figures 
on net migration and in view of the prevailing 
economic, political and social conditions in 
Ontario, Canada and elsewhere, three as- 
sumptions may be made regarding the likely 
annual increments to Ontario’s population 
through net migration. 
(a) The annual net migration will be 
30,000 (M 30). - 

(b) The annual net migration will be 
50,000 (M 50). 

(c) The annual net migration will be 
70,000 (M 70). 

The three assumptions each on fertility 
and migration, along with the single assump- 
tion on mortality yield nine sets of projections 
in all. The assumptions on fertility and mig- 
ration pertaining to each set of projections 
may now be reviewed in combination: 

1. ‘A’—M 30. Total fertility rate will 
decline from 2,787 in 1966 to 1,397 in 1991 
and the annual rate of net migration will be 
30,000. 

2. ‘A’—M 50. Total fertility rate will 
decline from 2,787 in 1966 to 1,397 in 1991 
and the annual rate of net migration will be 
50,000. 

3. ‘A’—M 70. Total fertility rate will 
decline from 2,787 in 1966 to 1,397 in 1991 


and the annual rate of net migration will be 
70,000. 

4. ‘B’—M _ 30. Total fertility rate will 
decline from 2,787 in 1966 to 2,156 in 1971 
where it will remain stable till 1991 and the 
annual rate of net migration will be 30,000. 

5. ‘B’—M 50. Total fertility rate will 
decline from 2,787 in 1966 to 2,156 in 1971 
where it will remain stable till 1991 and the 
annual rate of net migration will be 50,000. 

6. ‘B’—M 70. Total fertility rate will 
decline from 2,787 in 1966 to 2,156 in 1971 
where it will remain stable till 1991 and the 
annual rate of net migration will be 70,000. 

7. ‘C’—M 30. Total fertility rate will 
remain unchanged at the 1967 rate of 2,704 
and the annual rate of net migration will be 
30,000. 

8. ‘C’—M 50. Total fertility rate will 
remain unchanged at the 1967 rate of 2,704 
and the annual rate of net migration will be 
50,000. 

9. ‘C’—M 70. Total fertility rate will 
remain unchanged at the 1967 rate of 2,704 
and the annual rate of net migration will be 
70,000. 

Detailed estimates of population by five- 
year age groups to 1991 are presented in the 
Appendix. The projections shown here are 
based on migration assumptions ‘of 50,000 


Population Distribution by Specific 
Age Groups, Ontario 1966 


Groups Number Per Cent 
O—14 2,204,075 SH I 
15—64 4,189,073 60.2 
65+ lef yp - 8.1 
6,960,870 100.0 


per annum (the medium assumption) and 
70,000 per annum (the most optimistic as- 
sumption ). 


Methodology 

The “component method” has been used 
in the preparation of these projections. This 
method treats each component of population 
change such as fertility, mortality and mig- 
ration separately and the resulting population 
figures are then aggregated. 

The method has been used in four stages. 
Stage one consists of selecting a benchmark or. 
base population year. Since the 1966 census 
provides detailed data on Ontario’s popula- 
tion by sex and age, 1966 has been used as 
the benchmark year. 

Next, projected survival rates by age groups 
and sex are applied to the base year popula-. 
tion for successive years and the surviving, 
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Projected Population Distribution by Specific Age Groups, Ontario 1991 | 


Kee ‘A’ — M 30 ‘A’ —M 50 ‘A’ —M 70 

Groups Number Per Cent Number Per Cent Number Per Cent 
O—14 1,854,500 20.3 1,993,000 5.92035 2g 31,300 eZ OG 

15—64 6,286,700 68.8 6,724,100 69.0 17,162,200) 6933 

65+ L00L.100" ) ico 1,023,600 10.5 1,045,700 ~=10.1 

Total 9,142,300 100.0 9,740,700 100.0 10,339,200 100.0 

‘B’ — M 30 ‘B’ —M 50 ‘B’ —M 70 

Age 

Groups Number Per Cent Number Per Cent Number Per Cent 
O—14 2,293,800 24.1 2,457,600 24.2 2,621,200 24.3 

1S—64 6,229,600 65.4 6,666,100 65.7 7,102,500 66.0 

65+ LOCI 00 e105 1,023,300" 10.1 1,045,800 ou 

Total 9,524,500 100.0 10,147,000 100.0 10,769,500 100.0 | 

‘C’ —M 30 ‘C.-M 50 ‘CM 70 | 

Age 

Groups Number Per Cent Number Per Cent Number Per Cent # 
O—14 2,818,000) 27,9 3,073,600 28.0 3,268,800 28.1 

1S—64 6,427,300 62.4 6,869,600 62.6 7,31 15800" “62:9 

65+ 1,001,100 OF 1,023,400 95 1,045,700 9.0 

Total 10,306,900 100.0 10,966,600 100.0 11,626,300 100.0 


Percentage Increase of Women in 20 - 24 Age Group for Specified Years 


1971 1976 1981 1986 1991 

1. Most optimistic (‘C’ — M 70) 31.1 D2et 74.5 74.4 64.1 
2. Medium (‘B’ — M 50) 28.0 48.8 68.4 66.6 43.9 
3. Most pessimistic (“A’ — M 30) 24.9 44.1 62.3 Sead 38.8 


nt 


F 
Base year, 1966. 


population at the end of the required period 
: is summed up into the appropriate age groups. 
_ At the third stage, the fertility factor is in- 
| troduced. Projected age-specific fertility rates 
are applied to the appropriate age groups to 
‘obtain the number of births in each year 
which are then subjected to specific survival 
rates. 

Finally, the migration element is intro- 
‘duced. Fertility and survival rates are applied 
to the net migration figure and the net migra- 
tion as well as natural increase from migration 
‘is added to the population by age groups. 
Implications of Age Distribution 

The age distribution of the population, which 
is of immediate importance to various 
‘agencies using population forecasts, would 
vary according to the set of assumptions used. 
_ If we assume that the medium assumption 
(‘B’ —M 50) is the most plausible, the age 
group 0-14 which consists mostly of school- 
age population will fall to 24.2 per cent of 
the total population in 1991 as compared to 
31.7 per cent in 1966. The 65-plus age group 
would consist of 10.1 per cent of the 1991 
population as compared to 8.1 per cent in 


1966. The dependants in the population will 
decrease from the 1966 percentage of 39.8 
to 34.3 in 1991. The population in the work- 
ing age group 15-64 will increase from 60.2 
per cent to 65.7 per cent. The implications 
of using the various assumptions on age 
distribution can be seen from the tabulations 
on page 6. 

By 1991 the 0-14 age group will have in- 
creased by only 11.5 per cent from the 1966 
level, while the 65-plus age group will show 
an increase of 80.3 per cent if the medium 
assumption is used. The 15-64 age group in 
1991 will have increased by 59.1 per cent 
over 1966. 

If the combination of most “optimistic” 
assumptions is used (‘C’ —M 70) the 0-14 
age group will rise by 32.6 per cent in the 
25-year period 1966-1991, the 15-64 age 
group by 74.5 per cent and the 65-plus age 
group by 84.2 per cent. On the other hand if 
the most “pessimistic” combination of as- 


sumptions is used (‘A’ — M 30) the 0-14 age - 


group will decrease by 15.9 per cent, the 
15-64 age group will increase by 50.7 per cent 
and the 65-plus age group by 76.3 per cent 
during the same period. 


Since the median age at marriage for 
women in Ontario during the period 1960-65 
was 21, the age group 20-24 would be of 
special interest for studying the implications 
of family formation on the economy. This 
age group will strongly influence the demand 
for living accommodation, the expenditure on 
household appliances and other durable 
goods. The accompanying table shows the ex- 
pected increase over 1966 during the period 
1971-1991 under various assumptions. The 
peak level of population in this age group 
under all the assumptions above will be 
reached in 1981. 


Limitations 

The value of population projections is in the 
guidelines they provide for both the formu- 
lation of government policy and the private 
decision-making process. Because of the 
assumptions on which they are based the 
accuracy of the estimates is necessarily ap- 
proximate. The assumptions are made at a 
particular moment in time and therefore may 
be unduly influenced by the demographic, 
economic, social and political conditions that 
have existed in the past and prevail at present. 
A population projection for Canada in 1939 
assumed that Canadian fertility would con- 
tinue to decline and that net migration is not 
likely to add significantly to the total popula- 
tion of Canada. Consequently the projection 
yielded a population of 15,401,000 for 1971 
and 20,720,000 for 2300. However, Cana- 
dian population reached the 15-million mark 
as early as 1954 and the 20-million mark in 
1967 
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Selected Economic Indicators 


Leading Indicators 


Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) Number 


New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) $ Billion 


[J ees 


Business, Industrial and Engineering Construction Contracts, Ontario $ Million 


—— Trend Cycle a 
— Seasonally Adjusted _240 
_200 
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Housing Starts in Centres of 10,000 Population and over, Ontario (Seasonally Adjusted at Annual Rates) Thousand g 
—— Quarterly a 
—— Monthly _ 80 ie 
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1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 | 


-eading Indicators 


otal Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) $ Billion 
| 525 a 


= 


= 20 


© 
Nn 
OO 
| 
71 A1B9$ 


ross National Product, Canada (Quarterly, Seasonally Adjusted at Annual Rates) $ Billion 
‘— Current Dollars = 
— Constant (1957) Dollars 60 i 
20 
_ 40 
30 
—————————ee—eeeee ee eee ee eee nn eee 
‘erage Hourly Earnings in Manufacturing, Ontario (Seasonally Adjusted) $ g 
: neon & 
: E 
22.50 
2.00 


56 ee 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 
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Economic Indicators . 


Seasonally Adjusted 


1967 1968 
Nov. Dec. Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 


_ Leading Indicators 
Average Weekly Hours Worked in 
Manufacturing Number 40.4 40.9 39.9 40.5 39.6 40.6 40.7 40.3 40.3 40.2 40.6 
New Orders in Manufacturing Industries* $ Million 3,242 3,382 3,225 3,163 3,193 3,280 3,365 3,356 3,404 3,420 3,601 3,544 
_ Business, Industrial and Engineering 
Construction Contracts $ Million 133.0 125.4 105.4 111.3 104.6 107.1 123.4 129.3 97.7 101.8 107.8 154.4 125.0 
Urban Housing Starts (Annual Rate) Number 61,000 58,700 76,600 72,700 79,400 69,200 63,200 60,800 61,900 63,900 48,900 73,400 83,500 69,325 
Money Supply* $ Million 24,041 24,147 24,149 24,479 24,682 24,972 24,987 25,400 25,846 26,314 26,702 26,827 27,226 
_T.S.E. Industrial Index" 1956 = 100 161.60 162.28 157.43 150.24 146.88 160.43 157.87 166.61 165.93 169.02 176.37 179.61 187.29 188.93 
| Business Failures" Number 43 73 54 59 87 52 50 46 49 28 36 46 48 
Business Failures — Liabilities® $ Million 2.9 24.3 2.6 1.8 5.6 6.4 2.8 6.6 2.9 ile! 1.5 2.1 25 


i 
_ Coincidental and Lagging Indicators 


_ Gross National Product‘ (Annual Rate) $ Million 62,992 65,088 66,288 67,628 
Average Hourly Earnings in Manufacturing Dollars 2.58 2.60 209 7 72.58 2.60 2.67 2.68 2.69 2.68 2.77 2.79 
3-Month Treasury Bill Rates" Per Cent 5.46 eee} 6.29 6.80 6.98 6.99 ‘6.95 6.56 6.03 5.48 5.66 5.57 5.66 
Cheques Cashed in Clearing Centres! $ Million 5,459 5,485 5,006 4,959 5,313 5,031 5,448 5,199 5,381 6,034 5,065 5,821 
Retail Trade $ Million 773 767 803 768 780 785 7719 804 840 835 850 851 
Labour Force 000's 2,860 2,856 2,857 2,892 2,869 2,890 2,918 2,962 2,948 2,937 2,959 3,002 3,026 2,955 
Employed : 000°s 2,764 2,762 2,769 2,793 2,760 2,796 2,796 2,844 2,825 2,837 2,858 2,890 2,923 2,865 
Unemployed 000's 96 94 88 99 109 94 122 118 123 100 101 112 103 90 
Unemployed as % of Labour Force Per Cent 3.4 ar 3k 3.4 3.8 a3 4.2 4.0 42 3.4 3.4 3.7 3.4 3.0 
Wages and Salaries $ Million 1,086 1,094 1,111 1,103 1,107 1,130 1,141 1,141 1,142 1,157 1,182 
Index of Industrial Employment 1961 = 100 125.7 125.8 126.1 124.3 125.9 125.6 1245 123.7 125.6 127.0 
Index of Industrial Production® 1961 = 100 154.5 156.8 153.8 153.9 154.9 156.8 158.4 160.1 159.5 159.3 161.4 163.0 164.7 
Total Manufacturing® 153.9 156.6 153.0 152.2 154.0 156.4 158.1 159.7 157.8 158.0 161.3 162.5 164.6 
Non-Durables* 139.3 140.1 138.8 141.9 145.7 143.5 142.8 146.1 142.1 139.8 142.8 144.0 147.4 
Durables‘ 171.8 176.7 170.4 164.8 164.2 172.2 1768 176.2 177.0 180.2 183.9 185.1 185.7 
Mining¢ 150.8 152.2 145.8 152.8 152.4 153.3 153.1 1546 156.1 154.3 152.9 155.1 155.1 
* Electric Power and Gas Utilities* 165.4 165.5 172.9 170.0 166.6 165.7 169.1 172.1 179.9 179.0 177.5 179.6 179.7 
Primary Energy Demand (Annual Rate) BKWH 53.86 53.78 55.60 55.15 54.01 53.94 53.81 53.83 55.92 55.69 54.83 57.09 57.89 
Exports (including re-exports)* $ Million 969.4 1,023.0 1,077.7 1,140.4 1,125.7 1,165.3 1,097.2 1,115.9 1,063.5 1,103.5 1,115.0 1,176.4 


Imports* $ Million 882.5 928.7 974.5 1,093.9 970.9 1,026.6 992.2 962.7 927.3 963.0 1,092.1 1,127.2 


Unclassified Indicators 


Foreign Exchange Reserves‘ USS. $ Million 2,277 2,268 2,175 2,490 2,244 2,416 2,695 2,574 2,515 2,590 2,534 2,525 2,672 
Industrial Materials Price Index” 1935-39 = 100 252.9 254.3 253.5 252.4 253.0 251.2 252.0 253.0 253.4 254.2 253.4 256.8 257.1 260.8 
Consumer Price Index 1949 — 100 151.0 151.8 152.6 152.7 153.2 154.1 154.2 154.7 155.6 156.0 156.4 156.8 157.5 158.0 


Statistics for Canada. 
“Not seasonally adjusted. 
'Ontario less Toronto. 
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About the Review 

The March/April edition of the 

Ontario Economic Review presents an 
article by H. Ian Macdonald, Deputy 
Treasurer of Ontario and Deputy Minister 
of Economics, on the reorganization of 
the Treasury Department in the Ontario 
Government. 

On July 23, 1968, legislation creating 
two new departments — the Department of 
Treasury and Economics and the 
Department of Revenue — was proclaimed. 
These two departments separate the taxation 
policy and taxation administration functions 
of the former Treasury Department, 
following a recommendation of the Ontario 
Committee on Taxation. The separation 
has resulted in a finance department with 
varied policy and operating responsibilities. 

In this article, Mr. Macdonald describes 
the functions and objectives of the new 
Department of Treasury and Economics in 
providing machinery for carrying out the 
Government’s economic and fiscal policy as 
well as co-ordinating federal-provincial 
affairs. As the Government’s finance 
department, it will also continue to develop 
and maintain government-wide accounts, 
including the overall financial records, to 
manage and administer the public debt 
of Ontario, and to propose taxation reforms 
resulting from evaluation of The Report 
of the Ontario Committee on Taxation 
among other sources. 
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Indicator Charts, Pages 14-16 
Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do — 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the P 
overall economy. The charts on pages 14-16 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘LI’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 
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Ontario Budget 1969 

n his third Budget Statement the Honour- 
ible Charles MacNaughton, Treasurer of 
Ontario and Minister of Economics, an- 
aounced a balanced budget which proposes 
fo raise $181.0 million in new ‘taxes and 
dutlined a program of significant tax reform 
embracing the principal of a capital gains 
lax and a guaranteed annual income. His 
1969 Budget, the first to be televised in 
Canada’s history combined “drastic cur- 
ailment” of expenditures and a series of 
sorporation and sales tax changes to achieve 
in estimated surplus of $2.0 million for 
(969-70. 

In an accompanying White Paper en- 
itled Ontario’s “Fiscal Framework for the 
Suture”, the Treasurer indicated that the 
elf-financing program for 1969-70 is the 
irst essential step to set the stage for long- 
erm reforms of the provincial tax system 
ind deemed necessary until a more accept- 
able tax sharing arrangement with Ottawa is 
irranged and until pressure on the bond 
narket and inflationary pressures have sub- 
sided. 

For the coming fiscal year, Mr. 
MacNaughton achieved a balanced budget 
(the first since 1945) by holding expendi- 
ures to the $3.0 billion target he had set 
ut earlier this year in launching an austerity 
brogram for the provincial government. Pro- 
nincial expenditures which have risen by 
nore than 20 per cent in each of the three 
revious years will rise by only 7.5 per cent, 
sonsiderably less than the federal govern- 
ment’s increase of 9.5 per cent and slightly 
ess than the anticipated increase of 7.8 per 
sent in gross provincial product for 1969. 

' Total expenditures will be $2,996 million, 
‘ompared with last year’s $2,787 million, for 
in increase of $209 million. Revenue is ex- 
ected to total $2,998 million, a gain of $478 
nillion over last year’s $2,520 million. 

_ To achieve this degree of restraint the 
sovernment has pared $400 million from 
illocations requested by the various depart- 
ments. Of the increase in spending, $162 
million—or approximately three-quarters 
nas been allocated to education, health, 
\ocial services, and municipal aid, the areas 
'o which the provincial government assigns 
uighest priority. Over the past four years 
Ontario has progressively shifted more re- 
ources into these priority fields, raising their 
sroportion to 71 per cent from 63 per cent 
of the total budget. Education programs will 
set the biggest portion of the increase, $149 


} 
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million, to raise their total to $1,276 million. 
Health and social services will drop by $12 
million but aid to local authorities other than 
school board grants will rise by $25 million. 
The increase in these priority areas will 
be 8.2 per cent compared with a growth 
rate of 5.8 per cent for non-priority areas. 
No new programs have been proposed and a 
comprehensive review of management struc- 
ture and operations has been launched to 
streamline administration. 

Predicting a continuation of tight money 
in North America, Mr. MacNaughton esti- 
mated that “capital will be in short supply 
and interest rates will probably remain at 
present levels until the latter part of the year 
when the effects of present policies may have 
worked to reduce inflationary pressures”. 

The necessity to combat inflation and 
build up an appropriate revenue base for 
long-term reforms persuaded the Treasurer 
to cover the prospective deficit by raising 
taxes. The existing tax system would have 
produced $2,817 million leaving a budgetary 
deficit of $179 million. After taking account 
of non-budgetary spending and revenues (in- 
cluding borrowing from the Canada Pension 
Plan), the cash needs totalled $169 million. 

The new taxes will raise $181 million, 
producing the budgetary surplus of $2.0 
million and a surplus above cash needs of 
$12 million. Corporations and mining com- 


panies will provide almost 60 per cent of the — 


additional $181 million in revenue, the re- 
mainder coming from increased levies on 
alcoholic beverages and cigarettes, the ex- 
tension of the five per cent retail sales tax to 
hotel and motel room rates, and removal of 
refunds on gasoline purchases for boats and 
snowmobiles. 

Ontario will require a speed-up in cor- 
poration tax payments to bring its payment 
schedule more closely in line with the federal 
government’s new schedule. This is a one- 
time tax source which generates additional 
income only in the year of implementation 
and will have to be replaced in the next fiscal 
year. Corporation capital tax will also in- 
crease from 1/20th to 1/10th of one per 
cent, with a minimum of $50, but the place- 
of-business tax will be abolished. 

Corporations will also contribute the 
majority of revenue anticipated from the 
application of retail sales tax to production 
machinery now exempt. All equipment, ex- 
cept that used in farm production, will be 
subject to the present five per cent rate. 


These changes affecting corporations, plus 
an $8.0 million increase in the mining tax, 
will raise $105.7 million of the additional 
revenues expected from tax changes. A large 
portion of these new taxes, however, can be 
written off against corporation income tax. 

Retail sales tax on wine, liquor and bottled 
beer will be increased from 5 per cent to 10 
per cent on April 1st to established a differ- 
ential tax rate which will form part of the 
reform tax package for the future. This will 
apply to retail sales and consumption in 
licensed premises. 

The exemption from retail sales tax on 
prepared meals will be raised from $1.50 to 
$2.50 but the new 10 per cent rate will apply 
over $2.50. Amusements now subject to the 
10 per cent hospitals tax will be brought 
under the new 10 per cent sales tax, and the 
present maximum of $1.00 tax will disappear. 

The tax on cigarettes will rise two cents 
(from six to eight) per package of 20, but 
the tax on other tobaccos will remain the 
same. 


ESTIMATED INCREASE IN 
REVENUES FROM 1969 TAX 
CHANGES 


$ Millions 


From corporations and mining companies 


Speed-up of income tax payments .... 42.2 
Capital tax increase (less abolition of 

place-of-business:tax)) "ae ere 17.2 
Application of 5% retail sales tax 

on production machinery ......... 38.2 
Mining tax merase eee eras 8.1 
Total ies See a ee ee 105.7 
From consumer 
Retail Sales Tax 

10% rate on all liquor, wine and 

bottled beer (both retail sale and 

consumption ); meals over $2.50; 

removal of $1 maximum on 

entertainment (formerly under 

hospitalsatax)) eee gee eee 42.2 

5% rate on hotel and motel 

AccomModalion we seeck eet ane 13.0 

5% rate on rental of motion 

picture films and video tapes ...... 2.0 
Tobacco tax increase (cigarettes 

Only )c8) Gad Sanu ers ote th eee ae 16.6 
Gasoline tax (removal of rebate on 

purchases for boats, snowmobiles) . 1.5 
TOtall p52 ie Recs, ce co eee fey 
Total Estimated Increase ........... 181.0 
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COURTSHIP... 

On July 23, 1968, the Lieutenant Governor 
of Ontario gave Royal Assent to a bill which 
solemnized the marriage of two well-matched 
partners — the economics and finance func- 
tions of the Ontario Government. The mar- 
riage ceremony provided a basis of respecta- 
bility for a relationship which had assumed 
varying degrees of propriety within a con- 
stant state of intimacy. 

The Treasury Department, dating back to 
July Ist, 1867, had enjoyed a long and dis- 
tinguished service as the finance department 
of the Ontario Government. It provided a 
core of advice and a centre of operations for 
budgetary policy, tax policy and tax collec- 
tion, and the management of the public debt 
and government investments; it also func- 
tioned as the main source of government 
accounts and financial information. Skilful 
management and high professional standards 
had combined to produce financial condi- 
tions worthy of the Province’s enviable credit 
rating in the capital markets of the world. 

However, new dimensions were constantly 
being added to the requirements for economic 
and fiscal policy and to the character of 
Canadian federalism. Throughout the post- 
Keynesian western world in particular, ap- 
preciation of economic influences and so- 
phistication in economic understanding was 
developing rapidly. Canada was also becom- 
ing an increasingly prominent nation in that 
world and Ontario an increasingly vigorous 
partner in the Canadian federal system. Just 
as the increase in the relative role of govern- 
ment evoked more intensive economic re- 
search among governments, a contemporary 
feature of Canadian federalism decreed that 
developments at the provincial level should 
be particularly pronounced. The burgeoning 
of activity in areas assigned constitutionally 
to the provinces — education, health, welfare 
and highways, among others — was produc- 
ing a notable shift in the balance between 
federal and provincial-municipal activity. 
Today, approximately 60 per cent of govern- 
ment expenditure in Canada now rests with 
the provinces and municipalities and over 80 
per cent of public capital investment is 
placed by these two levels of government. In 
fact, the budget of the Ontario Government 
is today over five times the size of the federal 
budget on the eve of World War Two. There 
can be no escape from the consequences of 
these facts: a large measure of fiscal policy 
is now the responsibility of the provinces in 
general and of Ontario in particular. 


In the face of this situation, a skilled 
economics service became a necessity at a 
relatively early stage. As a result, “‘eco- 
nomics” has already enjoyed a distinguished 
history in the service of the Ontario Govern- 
ment along with a well-implanted tradition 
of professional standards among the staff. 
A close alliance of economics with finance 
also developed at a comparatively early 
stage, dating back to the establishment of the 
Bureau of Statistics and Research in 1943. 
Actually, the matrimonial metaphor being 
pursued in this article may be somewhat in- 
decent because the Bureau was originally a 
progeny of the Treasury Department — a 
departmental branch. This particular branch 
was expanded into the Office of the Provin- 
cial Economist in 1954 and achieved full 
departmental status with the creation of a 
Department of Economics in early 1956. 

In a sense, this event ushered in a period 
of common-law marriage, with the Treasury 
Department and the Department of Eco- 
nomics living within the community of a 
single Minister — the Treasurer of Ontario. 
Common-law marriage and co-habitation 
came to an end in 1961 when the Department 
of Economics (which for a brief period had 
been renamed the Department of Economics 
and Federal-Provincial Relations) was 
merged with the Department of Commerce 
and Development to form the Department 
of Economics and Development. Under the 
umbrella of this new community, ‘“‘eco- 
nomics” resided for six years. During the 
last three years of that period, responsibility 
for economics, statistics, federal-provincial 
affairs and the regional development program 
was concentrated in a new division — the 
Office of the Chief Economist. 

Despite a physical and administrative 
separation, the intimacy of “economics” and 
“finance” prevailed. Indeed, how could. it 
have been otherwise? Fiscal policy demands 
economic guidelines and, in government, the 
budgetary program is surely the means by 
which economic policy is translated into 
action. Certainly, the view that the budget is 
an instrument of economic policy and that 
the expenditures program should be directed 
at the economic and social development of 
the province was well accepted. The 1966 
Budget Statement described the Govern- 
ment’s intention to establish clear policy 
priorities to ensure that expenditures would 
make the greatest contribution to the devel- 
opment of the province, to plan its financial 
and economic activity to achieve maximum 


and Deputy Minister of Economics 


effectiveness, to co-ordinate government 
policies and programs designed to contribute 
to the economic development of all regions 
of the province, and to view all policies in 
the context of federal-provincial-municipal 
relationships. To serve these and other ob- 
jectives, a Cabinet Committee on Policy De- 
velopment was established, under the chair- 
manship of the Prime Minister, providing 
policy advice to the Executive Council. 
Mutual interest and _ interdependence 
flourished throughout this period with the 
result that association became increasingly 
great. Finally, on December 15, 1967, the 
two “good friends” — economics and finance 
— became officially engaged within the Trea- 
sury Department and under the Deputy 
Provincial Treasurer (Finance and Eco- 
nomics). In the summer of 1967, the 


Ontario Committee on Taxation had recom-— 


mended that the Treasury Department 
should become a centre for fiscal, budgetary, 
taxation and economic policy with the tax 


collection and tax administration functions | 


becoming the responsibility of a new De-— 


partment of Revenue. The traditional period 
of engagement, until July 23, 1968, pro- 
vided for this change-over with the result 
that the Department of Revenue was born at 
the same time as the Department of Treasury 
and Economics. “Economics” and “finance” 


were now duly wedded and have since settled 


down to renovate the household, modernize — 


) 


the furnishings, amend the functions of some 


of the household staff, and plan for financial 


operations appropriate to a multi-billion 


dollar organization. 

' In passing, it is worthy of note that this 
union represents a significant step in public 
administration. It has been traditional to 
assume that the “treasury function” and the 
“economics function” 
ceptual orientation. Whereas the treasury 
was thought of in terms of keeping firm con- 
trol over expenditures, raising the necessary 
financing and “keeping the books” of the 
government, the economist was more con- 
cerned with measures to ensure that the 
economy was managed in a manner that 
would enable it to achieve its full production 


have different con- | 


potential — all of which frequently called for _ 


greater government expenditures. As a re- 
sult, it has been frequently assumed that 
these two functions were equally important 


to government, but that they must neces- 


sarily reside apart. A clear example is evident 
in the recent history of Britain, where the 
Treasury was challenged by the creation of 


| Department of Economic Affairs designed 
0 produce long-term economic plans and 
‘economic policy, to alleviate economic bot- 
lenecks, and to facilitate the maximization 
yf economic growth. In other jurisdictions, a 
mall economic agency, often of ‘secondary 
mportance, has been created within the 
reasury realm. However, all of these meas- 
ires were merely a reflection of the relative 
ige difference of economics and finance and 
he improper assumption that, somehow, they 
vere incompatible and must live apart. Public 
idministration followed a course of accepting 
in apparent axiom rather than challenging 
t. Of course, the very decision to set these 
‘communities apart tended to confirm the 
\ixiom and vitiate any opportunity for its 
‘ontradiction. Because these communities 
vere conceived to be incompatible, they 
ended to become incompatible. 

_ The creation of the Department of Trea- 
ury and Economics represents a challenge 
0 the conventional wisdom and a conscious 
yelief by the Ontario Government that eco- 
1omic policy and economic planning are not 
mly inherent parts of fiscal and financial 
yolicy but, indeed, also the very basis for 
orecasting, planning and setting fiscal goals. 
(he role of a sensitive and creative finance 
lepartment is not simply one of managing 
noney, balancing the books, or raising rev- 
nue to finance the inevitable — important as 
hose tasks may be. It is a matter of deter- 
oining what part public expenditure should 
jay in creating an atmosphere in which 
conomic development can take place and 
o which economic growth will flourish. It is 
. matter of assessing the potential of the 
conomy and determining how the extent, 
ocation and timing of public expenditures 
ind the provision of social capital will assist 
he development of the economy, upon which 
‘Il social progress must rest. In other words, 
t is a matter of determining objectives of 
xXpenditure, setting priorities, and planning 
he road between actions and ends. 
Economics, then, is not parallel to en- 
timeering or operations research in the sense 
yf being purely a technical apparatus. In the 
‘conomic policy sense, it is a collection of 
iscal and financial policies designed to 
\chieve goals, which the technical or ana- 
lytical portion of economics has helped to 
letermine. Consequently, the Department of 
Sreasury and Economics has assigned not a 
‘ainor, or even a secondary place, to eco- 
\omics, but a prominent role in policy formu- 


lation. Although the Department may not be 
unique, neither has it. many counterparts. 
The relative novelty of its existence means 
that its objectives must be constantly ex- 
plained, vigorously pursued and assiduously 
scrutinized. The delicacy of the judgment 
required involves a sensitive touch and a 
comprehensive view. Those who labour at 
these tasks will always require great reserves 
of patience to endure the conventionally- 
minded, a high degree of self-confidence to 
persuade the doubters, a clarity of mind to 
explain the complexity of the role to the 
astigmatic, and a layer of toughness to 
withstand the opposition of the fearful. Nor 
would any of those qualities be adequate 
without a constant capacity, within the or- 
ganization, for self-criticism and _ self-ques- 
tioning. Above all, without a commitment to 
intellectual honesty, the whole exercise is 
certain to founder. 


... AND COMMITMENT. 

“The Treasurer shall direct and control 
the Department of Treasury and Eco- 
nomics, recommend to the Executive 
Council financial, economic, accounting 
and taxation policy, advise on federal- 
provincial affairs, manage the Consoli- 
dated Revenue Fund and all public 
money and supervise, direct and control 
all financial, economic, statistical and 
accounting functions not by law or by 
the Lieutenant Governor in Council 
otherwise assigned.” ! 


Traditionally, the broad term “Treasury” in 
the Ontario Government referred to the tax 
collection operations, taxation policy, overall 
financial policy and money management, 
along with the expenditure control functions 
of the Treasury Board and Treasury Board 
Secretariat. With the responsibility for tax 
collection and tax administration assumed by 
the Department of Revenue, the economic 
research and planning function, federal- 
provincial affairs, the regional development 
program, and statistical affairs were brought 
together with the financial and accounting 
responsibilities of the former Treasury De- 
partment. Meanwhile, the Treasury Board 
continued its responsibility for expenditure 
control, administrative policy and adminis- 
trative co-ordination. 

Four divisions have been created in the 
Department as follows: 


* The Policy Planning Division 


¢ The Finance Division 


1The Financial Administration Act, 1968. 


¢ The Government Accounts Division 


* The Economic and Statistical Services 
Division. 

In essence, the functions of the department 
can best be described in terms of the first 
three divisions, with the Economic and 
Statistical Services Division designed to pro- 
vide basic services to the other divisions and 
other departments. Attached administratively 
to the department, as a ministerial agency, is 
the Computer Services Centre which pro- 
vides, under the policy guidance of a Compu- 
ter Services Board and the chairmanship of 
the Deputy Treasurer, computer services to 
five government departments and _ several 
other agencies, including Treasury and Eco- 
nomics and Revenue. The basic administra- 
tive services for the department, as well as 
for the Treasury Board Secretariat, are pro- 
vided by the Administrative Division of the 
Department of Revenue. 


THE FUNCTIONS OF THE DIVISIONS 


THE POLICY PLANNING DIVISION 

In broad terms, this division provides a core 
of advice on policy planning to the Prime 
Minister, the Treasurer and the Cabinet 
Committee on Policy Development. The 
division through its four branches: 


* recommends alternative provincial and 
regional economic targets and goals; 


* assesses revenue prospects and recom- 
mends overall limits of expenditures for 
the budget and capital outlays; 


* recommends economic and fiscal policies 
which ensure that targets are achieved in 
a consistent and economical manner; 


* suggests priorities for expenditures, pro- 
grams and policies in order to obtain 
desired economic and financial returns; 


* designs regional development plans for 
the government’s regional development 
program; 

* advises on the overall consistency of gov- 
ernment policy in federal-provincial mat- 
ters, supports the work of the Ontario 
Advisory Committee on Confederation 
and fills a staff function for the Prime 
Minister; 

* assesses the merits of alternative taxes 
and proposes tax policy and reforms. 


At the same time, the division is equipped 
to assist other departments in relating depart- 
mental research and proposals to the whole 
provincial economy, and by clarifying the 
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degree to which these proposals are consis- 
tent with provincial economic targets and 
goals. 

Economic policy planning is now well 
recognized as a legitimate research and 
policy function within government. In North 
America, economic planning operates, by 
and large, through the instrumentality of 
government spending rather than by direct 
controls over the activities of the private 
sector. The North American connotations of 
the words ‘economic policy planning’ are 
much softer, though not less important, than 
they are in Western Europe where the tradi- 
tion of direct governmental intervention is 
strong and well entrenched. 

Five categories of economic planning can 
be identified and distinguished: 1 
* aggregate, concerned with general levels 

of output, income, employment, consump- 

tion, investment, balance of payments; 


* cross-sectoral, concerned with the supply 
and distribution of specific resources such 
as Manpower, goods, credit, information; 


* sectoral, concerned with various sectors of 
economic activity such as manufacturing, 
transportation, agriculture, education; 


* enterprise, concerned with the planning of 
public, private or mixed types of institu- 
tions engaged in provision of goods 
and/or services; 


* spatial, concerned with the geographic 
distribution of activity and co-ordinated 
area development. 


Within the Policy Planning Division, the 
first three areas of economic policy planning 
— aggregate, cross-sectoral, sectoral — are 
the prime concerns of the Economic Plan- 
ning Branch. Responsibility for the fourth 
area, enterprise (budgetary) planning, falls 
to the Taxation and Fiscal Policy Branch. 
The fifth area, spatial (regional) planning, is 
carried out in the Regional Development 
Branch which ties in with the Economic 
Planning Branch on the regional implications 
of sectoral and cross-sectoral planning. 


Economic Planning Branch 

Much of the research and policy output of 
the Economic Planning Branch, with respect 
to social and economic change, becomes an 
input for other user branches within the 
Policy Planning Division. For example, 
changes in the structure of provincial output, 
income and employment as revealed through 
relative shifts in sectoral activity associated 
with, say, manufacturing or transportation, 


will be reflected in the spatial distribution 
of economic activity. Similarly, evaluations 
and analyses of the significance of changes 
in current and anticipated levels of particular 
economic variables will have a profound 
bearing on the form and type of instruments 
of financial policy recommended by the 
Taxation and Fiscal Policy Branch for im- 
plementation in the provincial budget. 

One of the fundamental objectives of 
economic policy planning in Ontario is the 
achievement of a high and substantial rate 
of real economic growth as measured in 
general levels of provincial output, income, 
employment and investment, together with 
improvements in the particular social and 
economic well-being of Ontario residents. 
Thus, the Economic Planning Branch: 


* frames, prescribes, and recommends broad 
economic policies, goals, and alternatives 
for adoption by the government; 


* recommends various courses of action in 
terms of public policy alternatives, either 
to advance the growth or retard the stag- 
nation of particular sector(s) in the pro- 
vincial economy; 


* tests and evaluates individual policy 
recommendations for conformity with 
overall provincial policy objectives and 
goals. 


In the area of economic research, the 
Economic Planning Branch examines the 
symptoms, causes and effects of structural 
and other change in the various forms of 
economic activity in the province brought 
about by differential shifts in the demand for 
or supply of manpower, capital, natural re- 
sources, technology or other factors. The 
analysis of trends, projections and estimates 
of structural and other change is undertaken 
at suitably appropriate aggregate levels. As 
a result, economic research and policy plan- 
ning are undertaken in the following areas: 


* aggregate analysis of the Ontario economy, 
including economic forecasting, the estab- 
lishment of targets and objectives, the 
identification of problem areas and bottle- 
necks, and the establishment of aggregate 
policy guidelines for the economic activi- 
ties of provincial government departments 
and agencies; 


* sectoral studies relating to the supply and 
distribution of specific resources, both 
human and material, and the development 
of policy proposals for government action 
within individual sectors or areas. 


'These five categories were originally suggested 
in Bertram M. Gross, Depth Studies on 
National Planning in the U.S., 1964 (mimeo). 


_ is the establishment of measures to gauge the’ 


Such research and policy analysis takes 
into account current and anticipated trends 
and structural changes not only in the pro- 
vincial economy but in the national economy 
as well. Furthermore, the branch examines 
all other international economic develop- 
ments that may have a distinct bearing on the 
Canadian and Ontario economies. 

However, economic planning is more than 
an attempt to reach satisfactory levels of 
income and employment. It involves a con- 
cern for and research into social welfare and 
the well-being of individuals. Such attention 
to people, and not just economic processes, 
begins with careful analyses of the labour 
force and its characteristics and extends to 
research on, and recommendations for, the 
planning of social welfare and other services 
to people. 

In addition to formulating a realistic set ah 
targets and achievement standards for the 
performance of the provincial economy, the 
Economic Planning Branch is also develop-' 
ing significant measures of the rate of change 
and direction of economic activity in the 
economy and its key sectors. Such measures 
should be capable of identifying bottlenecks 
or impediments in the growth process. 

Another important responsibility of this 
branch is that of establishing economic prior-) 
ities for the provincial budget. These prior-) 
ities assist the Government in directing its. 
economic activities in such a way as to 
obtain the best use of its resources, thereby: 
contributing to advances in the economy 
as a whole. Associated with this responsibility 


effectiveness of public policy responses to! 
economic change at all levels of government 
— federal, provincial and municipal. 

The Economic Planning Branch, either on) 
its Own initiative or at the request of the 
Policy Planning Division and other Ontario| 
Government departments and agencies,’ 
recommends, tests and evaluates issues and. 
policies of broad public concern. Included in’! 
these activities is the provision of advice and 
counsel for other government departments | 
and agencies. These responsibilities are as. 
multiple and complex as they are basic and’ 
are handled by senior economists who have 
specialized in research on an_ individual. 
sector of the economy and government eco-. 
nomic programs in the same area. 


The Taxation and Fiscal Policy Branch 
The functions of this branch are best eX- 
plained in terms of its responsibility for the 


Jee 

preparation of the Government’s annual 
Budget Statement and Budget Papers. Since 
the budget is the central instrument for the 
implementation and co-ordination of the 
Province’s economic and fiscal policy, the 
budgetary process requires continuous re- 
view of its various components. Attention 
must be concentrated on matters such as: 


* the growth and impact of expenditures; 


* revenue forecasting; 


* taxation analysis; 


* federal-provincial and provincial-munici- 
pal fiscal and financial relations; 


* analysis of capital market conditions and 
the Province’s debt operations; 


* the options for financing government ex- 
penditures; 


* variation in cash flows. 


In recent years, the Government’s expen- 
ditures have grown rapidly in response to the 
heavy demand for public services and facili- 
ties in areas of provincial jurisdiction. This 
rate of growth emphasizes the urgent need 
to allocate scarce funds in ways which maxi- 
mize specific social and economic benefits, 
while simultaneously employing the Govern- 
ment’s overall fiscal leverage as a positive 
instrument for securing stable economic 
growth. Consequently, this branch is en- 
gaged in extensive research in the economic 
impact of expenditures. As part of the new 
olanning-programming-budgeting system 
approach to program management, all ex- 
penditures are recorded in terms of “eco- 
nomic objects” to provide a detailed profile 
of the Government’s use of economic re- 
sources. These data provide inputs for sec- 
toral and econometric models of the economy 
which, in turn, trace the effects of expendi- 
tures through the economy in terms of their 
impact on incomes, employment and prices. 
To facilitate this process and to provide 
expenditure data in a form suitable for eco- 
nomic analysis, the provincial budget is being 
converted to a “national accounting” basis. 
These procedures will require the support of 
the Economic and Statistical Services Divi- 
sion as described in that section of this 
article. 

_ On the basis of this research, and in close 
collaboration with the Treasury Board Sec- 
retariat, the branch prepares global expendi- 
ture guidelines which are reviewed by the 
Treasurer of Ontario and the Cabinet Com- 
mittee on Policy Development. From this 


review, a framework of approved expendi- 
ture guidelines is developed for the annual 
budget. These guidelines cover, first, the 
total level of spending appropriate to the 
Province’s forecast financial capacity and 
evolving economic conditions; and, secondly, 
the allocation of funds among programs on 
a priority basis. 

In the area of budgetary finance, the 
branch is responsible for preparing detailed 
financing plans for the annual budget. In the 
first instance this involves forecasting the 
revenue yields of existing tax bases and rates, 
based on the calculation of the revenue sen- 
sitivity of all taxes to anticipated changes in 
relevant economic variables. Because of the 
critical importance of accurate forecasting, 
considerable effort is being devoted to the 
development of more sophisticated tech- 
niques involving computer analysis of taxa- 
tion data. Given the basic revenue forecasts, 
the branch studies the range of alternative 
financing methods which might be used in 
meeting any excess of expenditure growth 
over normal revenue increases. This requires 
the delineation of tax-change options, where 
attention is given to such factors as revenue 
yield and economic and income-redistribu- 
tion effects, and the consideration of the 
scope for debt financing and the use of 
liquid reserves. 

Closely allied to taxation and financial 


analysis for any particular budget is the. 


question of long-term taxation. In recent 
years, considerable attention has been de- 
voted to the need for basic tax structure re- 
form, both in order to provide a viable 
financial basis for government operations and 
to allow tax measures to be used as effective 
economic and social policy instruments. Over 
the past year, the branch has undertaken a 
detailed study of the implications of The 
Report of the Ontario Committee on Taxa- 
tion (The Smith Report) and of The Report 
of the Select Committee of the Legislature 
(The White Report). Following this review, 
the branch prepared the recent White Paper 
on “The Reform of Taxation and Govern- 
ment Structure in Ontario”, which provides 
a comprehensive blueprint for provincial- 
municipal taxation reform in Ontario. In 
addition, the branch has been responsible for 
a similar analysis of The Report of the Royal 
Commission on Taxation (The Carter Re- 
port). As a second stage, the branch will be 
responsible for developing the government’s 
intentions on taxation reform into opera- 
tional form and for co-ordinating their im- 


plementation by the various departments 
concerned. 

Developments in federal-provincial fiscal 
and financial relations are also of basic im- 
portance to Ontario’s budgetary planning. 
This requires continuous analysis of the com- 
plex range of intergovernmental tax-sharing 
and cost-sharing arrangements and participa- 
tion in the process of policy consultation and 
co-ordination. Particular attention is, there- 
fore, given to preparation for the periodic 
meetings of the Tax Structure Committee, 
the Continuing Committee on Fiscal and 
Economic Matters, and the Ministers of 
Finance. The results of these negotiations 
and consultations are analyzed and feature 
as basic parameters in developing the Pro- 
vince’s short-term budgetary actions and 
long-term plans. The branch is also involved, 
with the Federal-Provincial Affairs Secre- 
tariat, in studying the economic and fiscal 
implications of continuing constitutional dis- 
cussions. 

Because of the importance and complexity 
of the Government’s annual budget as a fiscal 
plan, considerable attention is being given by 
the branch to refining the basic systems of 
the budgetary process. First, the relative 
inflexibility of commitments dictates longer- 
term expenditure planning. This, together 
with the long-term tax reform program, will 
provide increased continuity and perspective 
to annual budget planning. Similarly, work 
is underway to improve the range of budge- 
tary planning and consultation between the 
provincial government and municipalities 
and other public institutions and agencies. 
Secondly, a more sophisticated financial in- 
formation system is being developed in co- 
operation with the Government Accounts 
and Finance Divisions of the department. 
This will provide a better means of assessing 
the in-year performance of any given budget 
plan in response to changing conditions, and 
for providing a smoother financial lead-in to 
the next budget. 

Considerable progress has been made in 
improving the clarity of the annual budget 
presentation to the public. Over the past two 
years, the Treasurer’s Budget Statement has 
been re-designed to provide better explana- 
tions of government policy intentions and 
operations through the use of supporting 
Budget Papers and the introduction of a new 
system of financial accounts. Other versions 
of the public statements and accounts are 
being revised to conform with the new ac- 
counting format. This re-design will permit 
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the incorporation of further refinements as 
the new budgetary systems become fully 
operational. 

Continuing refinement of the Govern- 
ment’s economic and fiscal policy will de- 
pend greatly on improvement in both quanti- 
tative and qualitative analysis. The analysis, 
in turn, is heavily dependent upon an im- 
proved flow of compatible data. The ‘data- 
generators’ and ‘data-processors’ are as criti- 
cal to good policy-making as the computer 
is to. a moon-shot. For this reason, we have 
placed the highest priority on the aggrega- 
tion and analysis of economic data in the 
Economic and Statistical Services Division 
and the development of a modern “financial 
information system” based on advanced 
accounting techniques. 


Regional Development Branch 

In a series of policy statements, starting with 
the Prime Minister’s White Paper Design for 
Development issued in April, 1966, the 
Government of Ontario accepted the res- 
ponsibility for guiding, assisting and en- 
couraging the orderly development of the 
province. The three basic objectives of the 
overall regional development program, as set 
forth in these policy statements are: 


* to encourage each region of the province 
to achieve its socio-economic potential, in 
harmony with the overall provincial inter- 
est and development; 


* to encourage careful use of the natural 
environment; 


* to improve both the efficiency and effec- 
tiveness of provincial departmental serv- 
ices. 


The institutional machinery established 
to carry out these objectives consists of the 
following: 


* The Cabinet Committee on Policy Devel- 
opment. This committee is chaired by the 
Prime Minister and includes six other 
ministers. The Secretary to the Cabinet 
serves as Secretary and the Deputy Trea- 
surer and the Secretary of the Treasury 
Board as advisers. 


* An Advisory Committee on Regional 
Development. Chaired by the Deputy 
Minister of Treasury and Economics, this 
committee is comprised of representatives 
from the departments of Agriculture and 
Food, Energy and Resources Manage- 
ment, Highways, Lands and Forests, Muni- 
cipal Affairs, Trade and Development, 


Tourism and Information and the Depart- 
ment of the Prime Minister. 


* Regional development councils. A council 
has been established for each of the ten 
economic planning regions of Ontario and 
is supported financially by both the pro- 
vincial government and the municipalities, 
with membership selected by the latter. 
The councils’ role is basically an advisory 
one. In March 1968, each council was 
asked to submit to the Treasurer of 
Ontario and Minister of Economics, by 
the end of November, 1968, a formal 
statement of its major development prob- 
lems and its recommended solutions and 
priorities. This has now been carried out. 


* Regional advisory boards. These advisory 
boards are comprised of senior civil ser- 
vants from those provincial departments 
which have field offices and are repre- 
sented on the Advisory Committee. One 
board has been organized for each plan- 
ning region. 

* The Regional Development Branch of the 
Department of Treasury and Economics. 
This branch consists of three main sec- 
tions; services, research and special pro- 
jects. The branch is responsible for the 
preparation of comprehensive regional 
development plans for consideration by 
the Advisory Committee. These plans will 
be based in part upon the recommended 
programs of both the regional develop- 
ment councils and the regional advisory 
boards, and in part upon the results of 
research carried out by Ontario univer- 
sities, by other departments and by the 
branch itself. Once these plans are de- 
veloped, they will be forwarded to the 
regional development councils for “grass- 
roots” reaction, before proceeding to the 
Advisory Committee and, ultimately, to 
the Cabinet Committee for consideration. 


The regional development program has 
moved forward rapidly since January, 1968. 
Among its achievements are the following: 


* An inventory of all programs, policies and 
data of provincial departments that might 
be of value to an emerging regional de- 
velopment program was initiated early in 
1967 and was completed by the end of the 
same year. 


* An evaluation of certain basic trends, on 
as fine a geographic mesh as possible, was 
begun late in 1967 and completed by the 
end of 1968. Changes in population, in- 


come, labour force, and primary, secon: 
dary and tertiary activities in each are; 
were compared with changes in the prov 
ince as a whole. Three types of region ar 
expected to emerge from this study. On 
is a region of self-sustained growth, it 
which the major problems are those o 
space adjustment. A second is that o 
inconsistent or fluctuating growth, it 
which some assistance may be necessan 
in order to bring the region to its ful 
potential. A third is that of slow growt) 
to which major assistance may be neces, 
sary if the region is to achieve its potential 


The planning stage, the logical continua: 
tion of the two previous steps, is expecte¢ 
to begin this year. The first stage wil 
emphasize solutions to problems of ar 
economic and social nature, and improve: 
ment in both the efficiency and effective 
ness of provincial government services 
The closely related question regarding 
careful use of the natural environmen 
will be given attention in a second stage 
In developing plans for the province, the 
Regional Development Branch will be 
particularly interested in the selection Oo 
appropriate growth centres and poles for 
the three types of region noted here. The 
functions of such growth points in regions 
of self-sustained growth will be to channe) 
rather than stimulate economic activity. 
in fluctuating growth, some stimulatior 
may be necessary; in slow growth, majo 
stimulation may be necessary. The firs! 
responsibility in devising the plans will be 
to select the central places, large an’ 
small, which will become appropriate 
growth points for the type of region ir) 
which that point is found. This process 
will be closely co-ordinated with the, 
emerging pattern of regional governmeia| 
across the province. 


Early in 1968, a dynamic university re-. 
search series was initiated, the results of 
which are already beginning to be useful 
in Ontario’s development program. Each: 
of Ontario’s fourteen provincially-sup- 
ported universities has undertaken at least 
one research project on some aspect of, 
regional development including recreation,, 
agriculture, industrial location and trans- 
portation. 


A study of the Niagara escarpment, co- 
ordinated by Professor L. O. Gertler of 
the University of Waterloo, was begun by 
the branch early in 1967 at the request of 


_ the Prime Minister. The three-part study 
' was concluded and submitted to the Gov- 
ernment earlier this year. 


* In April 1968, an ARDA' study of 
~ the most populated portion of North- 
western Ontario was undertaken by the 
branch, under joint federal-provincial sup- 
port and supervision. An economic base 
study of the area is currently underway 
and a first report will be made this year. 


+ A Goals Plan Study Committee, com- 
prised of the same departments as repre- 
__ sented on the Advisory Committee, was 
established to review the reactions to the 
_ Goals Plan presentation —a product of 
' the Metropolitan Toronto and Region 
' Transportation Study (MTARTS) — and 
' to submit recommendations to the Ad- 
visory Committee. Because of the close 
timing between the planning stage of the 
Regional Development Branch and the 
release of the Goals Plan Study, this 
Committee has also been instructed to act 
__as a sounding board for regional develop- 
ment principles involving metropolitan 
_ areas and immediately adjacent territories. 
Thus, a smooth transition will be estab- 
lished from the Goals Plan Study, released 
in June, 1968, to the emerging regional 
development program. 


t 
| The attention which this program and 


|policy has attracted, not only in other parts 
/of Canada but internationally, is a measure 
of the vitality and variety of its development. 


‘The Federal-Provincial Affairs Secretariat 

' The provision of advice to governments, on a 
full-time basis, concerning what might 
‘broadly be termed intergovernmental rela- 
‘tionships is a relatively new development in 
‘Canada. Today, only three governments in 
this country — those of Canada, Ontario and 
Quebec —have staffs who deal exclusively 
with this subject. 

The growing national concern about con- 
‘stitutional and fiscal matters was reflected in 
a decision by the Government of Ontario, in 
January 1965, to establish the Ontario Advi- 
‘sory Committee on Confederation (OACC). 
‘Several factors motivated the Government to 
take this step: 


r a desire to participate fully in the debate 
on the future of Canadian federalism; 


'* aneed to examine the position of Ontario 
| within Confederation; 


Agricultural Rehabilitation and Development Act. 


ie 


| 


* a recognition of the changing nature of 
federal-provincial and interprovincial re- 
lationships. 


The Advisory Committee is composed of 
a number of prominent persons, primarily 
from the university community, under the 
chairmanship of the Deputy Treasurer. The 
first results of its work were published in 
1967 in the volume Background Papers and 
Reports. The Committee plays an important 
role in advising the Government on many 
matters pertaining to the current Confedera- 
tion debate. It is a unique body in the sense 
that no other government in Canada receives 
regular advice from such a formally con- 
stituted group of non-government experts. 

The Government’s continuing concern led 
to the next logical step, in March 1966, when 
the Federal-Provincial Affairs Secretariat 
was created as part of the Office of the Chief 
Economist. Since its formation, the Secre- 
tariat’s activities have centred around three 
major areas: 


* constitutional matters; 
* cultural and linguistic questions; 


* the machinery of intergovernmental re- 
lationships. 


In conjunction with the OACC, the re- 
sponsibility of the Secretariat is to develop 


recommendations for the Government’s con- 


sideration on these subjects and, at the same 
time, to provide the necessary perspective on 
intergovernmental relationships in Canada in 
an effort to support a consistent and pro- 
gressive set of policies on these issues. 

A brief review of each of these three areas 
of concentration may provide a better under- 
standing of the functions of the Secretariat. 


* Constitutional matters 
In the past year or so, the Secretariat was 
closely involved with a variety of meetings 
dealing with constitutional issues: 
1. November, 1967 — the Confederation of 
Tomorrow Conference; 
2. February, 1968 —the Constitutional Con- 
ference of Prime Ministers and Premiers; 
3. May, 1968 and following — the Continu- 


ing Committee of Officials on the Con- 
stitution (CCO); 


4. February, 1969 — the Second Constitu- 
tional Conference of Prime Ministers and 
Premiers. 


The Continuing Committee of Officials 
was established at the closing session of the 
February 1968 Conference to carry forward 
the discussions initiated at that Conference 
and at the Confederation of Tomorrow Con- 
ference. The Committee consists of senior 
civil servants from the eleven governments in 
Canada and is supported by a full-time staff, 
responsible to all governments and located in 
Ottawa. The CCO submitted a report on the 
first phase of its work to the Second Consti- 
tutional Conference in February. The wide- 
spread character of this novel process of 
constitutional review is evident from the 
range of subjects which the CCO is consider- 
ing. These include: the official languages, 
fundamental rights, the distribution of 
powers, the machinery of intergovernmental 
relationships, an amending procedure, and so 
forth. 

Since the CCO was established, the Secre- 
tariat has collaborated closely with the De- 
partment of the Attorney General in prepar- 
ing Ontario’s contributions to these meetings. 
The results of these initial contributions were 
tabled in the Ontario Legislature on February 
5, 1969, in a booklet entitled Propositions of 
the Government of Ontario. 

The work of the CCO and several new 
ministerial committees will continue as a re- 
sult of the conclusions of the recent Consti- 
tutional Conference, which reaffirmed the 
intent of the eleven governments to complete 
a comprehensive review of the Constitution 
of Canada and instructed that the process of 
review should be accelerated. 


* Cultural and linguistic questions 


Several events since 1967 have involved 
the Secretariat in studies on the question 
of the place of the English and French 
languages in Canada, such as: 


1. The Reports of the Royal Commission on 
Bilingualism and Biculturalism. In De- 
cember 1967, the first volume of the 
Report of the Royal Commission on 
Bilingualism and Biculturalism, entitled 
The Official Languages, was published. 
In December 1968, the second volume, 
entitled Education was issued. The Secre- 
tariat provided the Government with an 
analysis of the contents of these two 
volumes, and will do the same with suc- 
ceeding volumes as they appear. 


2. The Task Forces on the use of English 
and French in Ontario. In February 1968, 
Prime Minister Robarts announced the 
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establishment of four task forces to study 
the administrative use of French in On- 
tario. The four areas of study were: 
municipal administration, the administra- 
tion of justice, the provincial public ser- 
vice, and the Legislature and provincial 
statutes. Along with officials from the 
operating departments concerned with 
each of these areas, members of the 
Secretariat helped to staff these task 
forces, provided research assistance, and 
assisted in the preparation of the final 
reports. The reports and recommenda- 
tions of all four task forces were sub- 
mitted to the Prime Minister in October 
1968. 


3. The Official Languages Sub-Committee 
of the CCO. In addition to studying the 
provision of French-language services at 
the provincial level, the Secretariat has 
participated in discussions at the inter- 
governmental level on many aspects of 
bilingualism. When Canada’s Prime 
Ministers and Premiers established the 
CCO, they attached to it a Sub-Commit- 
tee on Official Languages to serve as a 
forum in which the views of all govern- 
ments on questions related to bilingualism 
in Canada could be presented. Members 
of the Secretariat are among Ontario’s 
representatives at these meetings. 


4, French-language schools. The Secre- 
tariat’s concern with these schools, which 
were established by legislation in July 
1968, arose as a result of its involvement 
with the question of providing French- 
language services in the province. During 
the past year, a member of the Secretariat 
served as Secretary to the Department 
of Education’s Committee on French- 
language Schools whose report was re- 
cently published. 


* The machinery of intergovernmental re- 
lationships. 


Two points deserve special emphasis in 
connection with the Secretariat’s work on 
the machinery of intergovernmental relations. 
First, “intergovernmental machinery” is a 
relatively new area of study now being under- 
taken by some governments in Canada. 
Second, it is an area which has become in- 
creasingly important as the necessity for more 
sophisticated intergovernmental relations in 
Canada is made evident. 

In recent years, Canada has witnessed a 
proliferation of well over 100 intergovern- 
mental committees, sub-committees, councils, 


conferences and commissions. While govern- 
ments recognize that increased intergovern- 
mental contacts — on the international, the 
federal-provincial and the interprovincial 
planes — are not only desirable in themselves 
but also highly necessary to the functioning 
of a healthy federal system, they are also 
becoming increasingly aware of the need to 
achieve better co-ordination of these enlarg- 
ing relationships. 

Within this perspective, the Secretariat has 
been assigned the task of analyzing the exist- 
ing structure of Ontario’s relationships with 
other governments. During the past year, at 
the request of a variety of departments, a 
staff member from the Secretariat has 
attended, as an observer or participant, inter- 
governmental meetings at the ministerial and 
official levels on such matters as consumer 
affairs, resources, transport and welfare. 

In addition to its activities in the three 
main areas, the Secretariat provides support 
staff for the OACC, preparing agendas for 
its meetings, distributing pertinent material 
to its members, and producing studies for its 
consideration. 

Along with the two publications previously 
mentioned in this article, the Secretariat also 
prepared the following volumes for publi- 
cation: 


1. Quebec in the Canada of Tomorrow — 
an English edition of a supplement which 
originally appeared in the Montreal news- 
paper Le Devoir; 


2. Confederation of Tomorrow Conference 
Theme Papers—a collection of five 
papers on the agenda of the Conference; 


3. Confederation of Tomorrow Conference 
Proceedings — the verbatim record of the 
Conference. 


As a continuing information service, the 
Secretariat produces in translation a monthly 
summary of editorial opinion from the 
French-language press in Canada. While the 
summary is not yet available for general 
public distribution, it is sent to many persons 
within the Government of Ontario and in all 
other governments in Canada. 

Finally, the Secretariat attempts to main- 
tain close intragovernmental contacts in order 
to keep itself informed on the technical prob- 
lems pertaining to intergovernmental rela- 
tions which confront the operating depart- 
ments and agencies of the Government of 
Ontario. With such contacts and the under- 
standing which results from them, the Secre- 
tariat is better able to provide useful policy 


options and advice on the complex and 
varied issues confronting contemporary 
Canadian federalism. 


THE FINANCE DIVISION 

The basic task of the Finance Division is the 
management and administration of the pub- 
lic debt of Ontario. Divided 
branches — the Finance Management Branch 
and the Securities Branch — the division is 


responsible for cash and investment manage- 
ment of ordinary and capital funds approach- 
ing $4 billion per annum and for all the debt | 


into two. 


transactions emanating from an increasingly — 


broad and complex character. 

The management of the daily cash and the 
wise investment of cash flow is an all-govern- 
ment operation and measures are presently 
being considered to ensure the most rapid 


receipt of proceeds in all departments and — 


agencies and to ensure that these funds are 


put to work in the most profitable manner. — 
This process involves the budgeting for signi- 


ficant cash inflows and outflows up to a year 
in advance. ! 

The maintenance of the Ontario Govern- 
ment securities market and the responsibility 
for all government bond issues now involves 
a detailed command of a great variety of 
conditions and circumstances in the capital 
markets of the world. The floating of new 
issues, the servicing of new debt and the 
management of several Crown Corporations 
concerned with capital aid have recently 
been extended by a new dimension — the 
entry of the Ontario Government into the 
European capital market. 

To support this work, the division main- 
tains continuing studies on trends in public 
finance and must, at the same time, maintain 
a continuing liaison on financial and debt 
matters with The Hydro-Electric Power 
Commission of Ontario (whose securities 


are all guaranteed by the Province), with | 


other financial agencies and with those res- 
ponsible for certain designated funds. 

The Finance Division and the Taxation 
and Fiscal Policy Branch are blood brothers 
in the budgetary process and in the realm of 
public finance. To a greater degree than any 
other relationship in the department, ‘“eco- 
nomics” and “finance” are brought into daily 
harmony through the interaction of the 
Finance Division and the Taxation and 
Fiscal Policy Branch. It will be interesting to 
observe, over time, the development of a 


common language among government | 


bankers and economists. 


'The Treasurer of Ontario devoted particular 
attention to this matter in the Ontario 

Budget recently: ““... the Department of 
Treasury and Economics is preparing 


to introduce new and more sophisticated 
accounting practices throughout the Government 
to ensure an immediate flow of financial data 

to the Department. This should provide a 


continuing profile of the current 
financial situation and clearer guidance for 
cash management and investment decisions”. 


GOVERNMENT ACCOUNTS DIVISION 
The Government Accounts Division is the 
agency responsible for the development and 
maintenance of government-wide accounting 
and financial systems both for central 
agencies and other departments, the main- 
tenance of overall financial records, as well 
as the central cashiering and disbursement 
functions, including payments from special 
funds. The division is also responsible for 
‘the administration of the Government’s in- 
‘surance plan and pensions payable under 
The Public Service Superannuation Act and 
The Legislative Assembly Retirement Allow- 
ances Act. 

As indicated in the discussion of the work 
of the Taxation and Fiscal Policy Branch, 
the key role at this time is the development 
of a sophisticated financial information sy- 
‘stem on a government-wide basis, a project 
that will be moving ahead with all possible 
haste. This procedure will support the con- 
‘tinuing development, presently underway, of 
‘financial statements, public accounts, and 
budgetary statements in forms that will illus- 
| trate clearly the inflow and outflow of govern- 
‘ment finances and support the work of the 
‘Taxation and Fiscal Policy Branch. In this 
process, the Government Accounts Division 
will be working even more closely with all 
departments in developing common account- 
‘ing policy and financial reporting methods. 


Government Accounts Branch 

The role of the Government Accounts 
Branch is basically twofold in character: 
extroverted towards the departments in res- 
pect of its advisory and accounting policy- 
making function, and introverted in_ its 
capacity as the central cashier, paying agent, 
jand recording and reporting unit of the 
Government. 

In the former role, a continuing liaison, 
‘currently being strengthened and developed, 
exists with the senior financial officers of the 
various government departments, aimed at 
_the application of overall government poli- 
cies as they relate to common accounting 
functions. Interpretation and advice is sup- 
_plied by the branch as it relates to account- 
,ing policy and to submissions from depart- 
-_ments seeking to initiate new methods, 
'records, systems and reports. Through assist- 
ing in the planning, research and implemen- 
tation of major projects such as_ pro- 
gram-planning-budgeting systems, financial 
information systems, or economic (national ) 


accounting conversion, the branch provides 
an operational bridge with the departments. 

In its other capacity, the branch is, in 
effect, the central accounting and control 
point for the Government’s daily business. 
All moneys are collected and deposited with 
the cashier while, as the paying agent, the 
branch writes cheques for the payment of all 
suppliers’ accounts, numbering approximately 
800,000 per year. Close daily contact is 
maintained in these areas with the Finance 
Division to assist in the effective manage- 
ment of the provincial cash position. 

The central records maintained by the 
branch are the source of the various financial 
statements of the Province. These include the 
statements in the Public Accounts of the 
Province and the Abridged Report, which 
are distributed to members of the Legislature 
and throughout the financial community. 
From this branch, there also emanate all 
prospectuses relating to provincial loan issues 
in Canada, the United States and Europe, 
together with much information of a finan- 
cial nature submitted to the Dominion 
Bureau of Statistics and to various financial 
institutions. Infermation is exchanged with 
and supplied to the Taxation and Fiscal 
Policy Branch in the preparation of the 
Budget Papers and to the Treasury Board 
Secretariat for its work on the Estimates. 

The payroll for all regular and proba- 


tionary staff, a complex computer-based 


system paying 55,000 employees every two 
weeks, is co-ordinated by this branch and 
programming improvements and refinements 
are continuously being developed in con- 
junction with the Systems and Programming 
Branch of the Economic and Statistical Ser- 
vices Division. Payroll policies are devised 
by the co-ordinating unit, and instruction and 
guidance are given to the departments. 

In support of the payroll system, the Tab- 
ulating Section key-punches some 35,000 
monthly changes to the computer master 
file from departmental input material. In 
addition to this task, the Tabulating Section 
updates all records and produces some 
70,000 welfare cheques and 6,000 super- 
annuation cheques per month, plus all 
cheques in payment of interest due on out- 
standing provincial bond issues. From time 
to time, other periodic productions include 
items such as some 75,000 student award 
cheques for the Department of University 
Affairs. In this respect, the Tabulating Sec- 
tion backs up the Computer Services Centre 
by undertaking the “intermediate” tabulating 


needs of government, which are too small to 
warrant a computer application, but larger 
than can be handled by a manual or book- 
keeping-machine operation. 

The Loan Accounting Section administers 
the control, accounting and collection of 
loans, liens, mortgages and debentures arising 
from various statutes, principally The Muni- 
cipal and School Tax Credit Assistance Act, 
The Tile Drainage Act, and the Co-operative 
Loan Act. Other functions include the re- 
cording and collection of advances and loans 
made to provincial Crown Corporations and 
Agencies, the administration of bequests and 
scholarships held by the Province under 
certain trust deeds and of special funds aris- 
ing from statutes dealing with industrial 
standards, minimum wage and fair wage 
practices. 


Government Accounting Methods Branch 
This new branch has been formed to play a 
vital role in the Government’s organization 
for financial control. It acts in an advisory 
or consulting fashion in the fields of finance 
and accounting related to both new and exist- 
ing legislation. It is equipped to supply 
accounting expertise for the co-ordinated 
studies of economists, Treasury Board of- 
ficers and senior financial officers across 
government. Its purpose and scope are best 
summed up as follows: 


* it is a central source of professional ac- 
countants skilled in accounting methods 
work; 


* it has the capacity to develop (in co- 
operation with the Government Accounts 
Branch) financial information systems; 


* it provides accounting systems support to 
all units of government upon the request 
of departmental financial administrators 
or at the direction of the Comptroller of 
Accounts; 


* it interprets, defines and recommends ac- 
counting policy for the Department of 
Treasury and Economics; 


* it co-operates with representatives from 
other specialist bodies, for example, the 
Advisory Services Division and the Pro- 
gram and Estimates Division of the Trea- 
sury Board Secretariat, by seconding its 
officers to joint task forces created to re- 
view problems of a government-wide 
nature; 


* it provides an environment in which the 
training of government accountants and 
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financial advisers can take place on a 
broad scale; 


* it conducts a continuous program of re- 
search into accounting theory and prac- 
tice, pertinent to the needs of government. 


The branch has, in effect, a staff function 
and its officers are being selected for their 
ability to create and to implement appro- 
priate accounting systems in any branch of 
government. Their skill is derived from a 
professional accounting training with many 
years of practical application in a govern- 
ment or business environment. In developing 
these new functions, they will be not only 
undertaking a major responsibility but also 
participating in a creative venture. 


Pension Funds Branch 

In 1961, the Pension Funds Branch was 
formed in the Government Accounts Divi- 
sion of the Treasury Department and has 
since handled the administrative and account- 
ing work under the Public Service Super- 
annuation Act and The Legislative Assembly 
Retirement Allowances Act. In this process, 
the main functions are the following: 


* opening and maintaining history and con- 
tribution data for each contributor, and 
ensuring that each contributor receives full 
credit for his continuous employment in the 
Ontario Public Service and for any prior 
pensionable service with another pension 
fund with whom the Government has a 
reciprocal transfer of pension credits ar- 
rangement; 


* maintaining proper accounting records 
with respect to the two funds and prepar- 
ing financial statements, estimates and 
forecasts for the funds and accumulating 
data required for the triennial actuarial 
evaluation of the Public Service Super- 
annuation Fund; 


* refunding contributions and transferring 
contributions to other pension funds for 
those who cease to be contributors by 
reason of resignation, dismissal or death; 


* calculating and paying annuities, retire- 
ment pensions, disability pensions, depen- 
dants’ pensions and lump sum payments 
where contributors retire, for health or 
other reasons, or die; 


* providing policy and secretarial services to 
the Public Service Superannuation Board 
and counselling services to contributors, 
pensioners, senior government officials 
and estate representatives. 


Such a broad administrative activity is 
also productive of a variety of aggregate data 
of great interest to the policy planning of the 
Ontario Government. 


Group Insurance Section 

As part of the negotiated fringe benefits for 
civil servants, the Government agreed to 
contribute part of the cost of a group life and 
health benefit plan. The Province of Ontario 
Employees’ Group Insurance Plan was the 
result of this agreement, with the Govern- 
ment assuming 75 per cent of the premium 
for a compulsory basic life insurance policy 
for every eligible civil servant, and 65 per 
cent of the premium for an optional basic 
surgical-medical benefit for those employees 
who choose this benefit. When the agreement 
was brought into effect, the Government de- 
cided to centralize the administrative, central 
control and employee-insurance company 
liaison function of the Plan by creating a 
Group Insurance Section answering directly 
to the Comptroller of Accounts. 

In the administration of the Plan, the 
Group Insurance Section is responsible for 
advising the underwriter of all applications, 
terminations and changes in insurance cover- 
age for the more than 60,000 eligible em- 
ployees. To accomplish this, all transactions 
affecting insurance coverage are communi- 
cated to this section by all government de- 
partments and participating boards and com- 
missions (approximately 2,000 per month). 
Each transaction is scrutinized to ensure that 
it accords with the terms of the contract 
governing the Plan and that the information 
is correct. 

All administrative circulars pertaining to 
procedures and interpretations of the con- 
tract are prepared and issued by this section, 
as are all pertinent literature and designated 
forms. Claims received by the underwriter 
for services which are not clearly defined in 
the contract are referred to this section for 
an opinion as to the manner in which the 
claim should be treated. Employees also look 
to this section for an explanation of dis- 
allowed claims. 

In a word, Group Insurance, a very small 
section, maintains contact with a wide variety 
of people. 


ECONOMIC AND STATISTICAL 
SERVICES DIVISION 

In addition to the Government Accounts 
Division, the other great source of data — 
the producer of raw material for the whole 


department — is the Economic and Statisti- 


cal Services Division. It is composed of three 
branches; the Economic Analysis Branch, 
the Ontario Statistical Centre, and the Sys- 
tems and Programming Branch. Each of 
these support functions is crucial to the work 
of other divisions and complex in its pro- 
fessional responsibilities. In that sense, they 
form the foundation stone of the whole de- 


partment. As a result, major administrative | 
attention is now being directed to the de-. 


velopment of these branches. 


Economic Analysis Branch 


Whereas the qualitative aspects of economic _ 
and social life should be paramount, our | 
appreciation and evaluation of the best means. 


to achieve better conditions can be immeas- 


urably assisted by the scientific method. 


Reflecting this increasing need for detailed 
quantitative analyses of major sectors of the 


Ontario economy, the Economic Analysis. 


Branch was created as the “scientific arm” 
of our body of economists. Last year, the 


branch initiated a continuing econometric’ 


program designed for the formulation, esti- 
mation and testing of econometric models. 
In order to provide maximum flexibility in 
terms of application, model designs will in- 
corporate both forecasting and policy-testing 
features. Considerable emphasis is placed on 


the development of computer simulation 
experiments with economic models, both for 
design verification and the testing of alterna- 
tive policies. As the design of econometric 


models requires large data inputs, consider- 
able time and effort have to be devoted to 
the development of new time series in co- 
operation with the Ontario Statistical Centre 
and other sections of the Economic Analysis 
Branch. 

During the past few months, a preliminary 
formulation of an aggregate model for the 
Ontario economy was developed while major 
structural sectors are now in the testing stage. 
Dynamic features will be incorporated into 
the existing equation system to assess relative 
stability characteristics of the model. 

The final version of the pilot model now 
under development is scheduled to be com- 
pleted by mid-1970. While at present the 
prime target is the development of an inte- 
grated model of Ontario’s economy at a 
fairly high level of aggregation, during the 
fiscal year 1970/71 considerable emphasis 
will be placed on the design of more detailed 
sectoral models for specific areas of eco- 


“nomic activity such as manufacturing and 
agriculture. 

Supplementing the dynamic analysis of 
Ontario’s economy in the form of economet- 
ric models, an input-output table for the 
province ‘is being developed to provide a 
valuable tool for the structural analysis of 
the sectoral interdependence of the economy. 
The first input-output table for the Ontario 
economy is scheduled for publication by 
mid-1970. Reflecting the currently limited 

availability of basic data, the size of the first 
table will be confined to a transaction matrix 
of the approximate order 60 x 60. The table 
is based on 1965 data and efforts are cur- 
rently concentrated on extracting pertinent 
statistics from the Ontario Census of Manu- 
- factures (1965). 
As the design of an integrated econometric 
- model for Ontario is, to a large extent, de- 
pendent on the availability of “national 
account type data” for the province and the 
constituent ten economic regions, the branch 
intends to continue and to expand its work 
on the development of provincial and re- 
| gional income and expenditure data. Reflect- 
ing existing data limitations, the research 
| program concentrates on those account com- 
ponents available at national and provincial 
level which are susceptible to regional de- 
' composition on the basis of corollary infor- 
“mation sources and through application of 
advanced statistical and econometric tech- 
niques. 
_ During the past few months, a time-series 
on consumption expenditures in Ontario has 
_ been developed to facilitate the analysis of 
provincial and regional differences in con- 
sumption patterns. The study represents the 
| first step in the development of an expendi- 
_ture-flow table for the design of provincial 
_and regional accounts, supplementing pre- 


vious pilot studies on regional income. (A 
| condensed version of the study was published 
| in the September/October 1968 issue of the 
Ontario Economic Review.) Meanwhile, 
| work on the disaggregation of consumer ex- 
| penditures by major commodity groups was 
| initiated last September to determine group- 
| specific income elasticities. Basic provincial 
' accounts (of the national account type) for 
' the period 1957-1968 are scheduled for 
_ publication at the end of 1969, while the 
constituent regional accounts will be de- 
veloped during the fiscal year 1970-71. 
The demographic section of the Economic 
| Analysis Branch is examining, systematically, 


all aspects of Ontario’s population structure 


with a view to assessing the economic and 
social impact of demographic variables over 
time. While concentrating essentially on the 
Ontario scene, the section is carrying out 
comparative studies for the evaluation of 
demographic trends in other provinces, the 
United States and selected foreign countries. 
A comprehensive tabulation of preliminary 
population forecasts to 1991 was compiled 
and has already been published. A mathe- 
matical model of population growth, utilizing 
the analytical framework of generalized 
Markov processes, is also being developed 
to improve forecasting accuracy. 

The last, but by no means least, responsi- 
bility of the Economic Analysis Branch is the 
publication of the Ontario Economic Review 
and the provision of continuous editorial ser- 
vices to the whole department. Modifications 
of and additions to the “Economic Indi- 
cators” currently in use are under study and 
we expect that the work performed in other 
sections of the branch will provide the basis 
for improving the analytical and statistical 
content of the Ontario Economic Review. 
We welcome the dialogue which has been 
joined with many of our readers; we have 
benefited greatly from their comments and 
advice. 


Ontario Statistical Centre 

The basic function of the Ontario Statistical 
Centre is to engage in the efficient collection, 
storage and production of statistical infor- 
mation as required by the central research 
units for economic analysis and policy plan- 
ning in the Department of Treasury and 
Economics. The Centre advises on matters 
concerning administration of the Ontario 
Statistics Act, designs samples for statistical 
purposes and may conduct field surveys for 
Ontario Government departments. It exerts 
a co-ordinating influence on the statistical 
activities of provincial departments and agen- 
cies of government and provides liaison be- 
tween the Government of Ontario and the 
Dominion Bureau of Statistics in statistical 
matters. The Ontario Statistical Centre works 
closely with the Economic Analysis Branch 
in the acquisition of raw data necessary for 
the development of input-output tables and 
the construction of provincial economic ac- 
counts for improved analytical and forecast- 
ing purposes. 

Another aspect of its work is concerned 
with applied research in the area of statistical 
techniques and systems. Such activities in- 
clude the development of a central informa- 
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tion system, including a data bank facility 
designed to facilitate the integration of 
selected economic, financial and administra- 
tive data useful for research and decision- 
making purposes by government and the 
business community. The Centre aids in 
developing standards and systems compa- 
tible with a data bank operation and under- 
takes feasibility studies to determine research 
needs for administrative data on a selective 
basis. Common information stored in the 
central information system will be made 
available to government departments and 
industry in a form and to the extent per- 
mitted by the statutory and administrative 
rules of confidentiality and disclosure. 

The Centre is currently engaged in com- 
piling a nucleus of socio-economic statistics 
on the Ontario economy. The major source 
of such statistics — shortly to be computer- 
ized —is the Census of Manufactures, a 
survey conducted in conjunction with the 
Dominion Bureau of Statistics using dupli- 
cate Bureau questionnaires to compile in- 
formation on the manufacturing industries of 
the province. The data collected pertain to 
inventory, fuel and electricity, raw materials 
and supplies, shipments, goods purchased for 
resale, and payroll and employment. This 
information is used as a statistical base for 
economic planning projects underway in 
other units of the department, at both pro- 
vincial and sub-provincial levels, as well as 
the development studies concerning input- 
output analysis and related activities. 

At present, the bank of socio-economic 
statistics is being expanded to include data 
from the census of forestry and other indus- 
try returns as resources permit. Statistics 
relating to the operation of selected industries 
in Ontario are being compiled and will be 
published periodically and, whenever pos- 
sible, the publication of similar information 
for sub-provincial areas such as the ten 
economic regions, will be carried out. Census 
material will be supplemented from time to 
time by data derived from special field sur- 
veys, and it is expected that a small field or 
liaison force will be used in connection with 
all surveys, to facilitate the flow of raw data 
from respondents to the Centre. 

In addition to the Census of Manufac- 
tures, the Centre participates in ad hoc 
surveys in order to provide data urgently 
needed for formulating government policy in 
problem areas such as pollution and waste 
disposal. It is currently conducting annual 
and quarterly surveys in co-operation with 


1Province of Ontario, Department of Treasury 
and Economics, Preliminary Population 
Projections for Ontario, 1971-1991. 
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the Pension Commission of Ontario, the 
Department of Financial and Commercial 
Affairs, and the Department of Municipal 
Affairs to provide data on credit union and 
pension plan operations and to assist in the 
development of “small area statistics’. Ad- 
ministrative data generated by other depart- 
ments are utilized by the Centre to provide 
information concerning retail sales, vital 
statistics and government expenditures. 

In addition to preparing sample designs 
and determining the sampling technique and 
sample size to be used, the Centre also 
prepares estimates of man-power, cost and 
time involved in field surveys. It co-operates 
with branches initiating the survey in the 
preparation and pretesting of questionnaires. 
Assistance is also provided in the prepara- 
tion of interviewers’ manuals and in the 
training of field forces to ensure correct 
interpretation of basic concepts and methods 
of interview. 

The Centre develops or assists in the 
development of common coding and classi- 
fication systems for industries, commodities, 
occupations, or geographical areas and co- 
operates with other statistical bodies in de- 
veloping statistical standards. It co-ordinates 
the use of common codes and classification 
in the province and provides consulting serv- 
ices to other departments in the classification 
of statistical information. The Centre is in 
continuing contact with computer program- 
mers and systems analysts in order to obtain 
maximum use of data processing techniques. 

Alert to modern techniques and methods 
in the statistical field, the Centre is computer- 
oriented with data development carried out 
and integrated by application of the “infor- 
mation systems” concept. The Ontario Sta- 
tistical Centre faces an immense and de- 
manding task in meeting an increasing need 
for reliable statistics in support of quantita- 
tive analysis and informed policy formulation. 


Systems and Programming Branch 
For more than a decade, government plan- 
ners and administrators in Ontario have been 
using computers to save taxpayers’ dollars. 
To realize the vast potential which this 
machinery offers requires the readily avail- 
able services of highly skilled and competent 
computer systems and programming staff. 
There is a great deal of truth in the 
aphorism: “It would take 200 mathemati- 
cians 60 years to make the same mistake 
that the computer can make in just 10 
seconds.” However, the Systems and Pro- 


gramming Branch of the Department is 
composed primarily of computer systems 
analysts and computer programmers dedi- 
cated to providing other divisions of the 
department with easy access to computing 
facilities, without risking the danger of mak- 
ing such colossal and expensive errors. 

Many people ask why the Government has 
invested so heavily in computing facilities. 
The answer, at least in part, is simple. As 
much as 90 per cent of all management 
decisions made each year probably could 
be defined precisely and, consequently, are 
possible to perform with a computer system. 
For example, decisions related to purchasing, 
allocation of materials, facilities and capital, 
as well as routine inventory control, can be 
performed by computer systems using opera- 
tions research techniques. In many instances, 
computerized systems help to improve de- 
cision-making by reducing the expenditures 
of time, money and talent. As a consequence, 
managers are able to spend more time on 
those higher-level decisions which currently 
defy precise analysis. Even in these difficult 
areas, the computer can provide assistance 
by allowing managers to quickly and eco- 
nomically explore various alternative solu- 
tions to a problem through the use of simu- 
lation techniques. 

The aim of the Systems and Programming 
Branch is, therefore, directed toward serving 
the management needs within the depart- 
ment. The branch is responsible for con- 
ducting all computer systems development 
and program implementation for the Govern- 
ment Accounts, Policy Planning, and Finance 
Divisions. In addition, it develops applica- 
tions for the Ontario Statistical Centre and 
the Economic Analysis Branch. The branch 
also plays a key role in the implementation of 
the computerized central information system, 
embracing the data bank facility. This will 
provide management with ready access to 
extensive socio-economic information about 
Ontario. 

Activities now underway include the de- 
velopment and maintenance of: 


* the government-wide payroll and _ infor- 
mation report system; 


* a comprehensive library of generalized 
computer programs for advanced tech- 
niques of statistical processing and eco- 
nomic analysis; 


* other small scale computer system appli- 
cations of both a commercial data pro- 
cessing and scientific nature. 


The branch also offers counsel on the 
feasibility of employing various data-proces- 
sing and mathematically oriented manage- 
ment techniques within the department. 
Future work, currently planned, will in- 
volve participation in the implementation of 
computer-based systems for: 
* a government-wide planning-program- 
ming-budgeting system under the direc- 
tion of Treasury Board; 


* general purpose, statistical utility compu- 
ter routines to deal with large volumes of 
data, involving many interrelated vari- 
ables; 


* management information retrieval system 
to process large data files involving com- 
plex data records. 


How is all this achieved? Essentially, the 
five major functions involved in the develop- 
ment and implementation of typical compu- 
ter systems applications are the following: 


* problem definition and specifications; 


* computer systems design and development; © 


* scientific computer programming; 
* data processing computer programming; 
* computerized data file creation. 


The organization of the branch has been 
designed to accommodate each of the above 
functions because each activity requires a 
distinctly different and highly specialized 
discipline for its satisfactory execution. 

An interesting feature not often found in 
government units is the project team, or task 
force concept, used by the branch in carrying 
out all of its projects. Major projects usually 
involve requirements from each of the five 
specialist areas. The required personnel, 
therefore, are selected from the five areas 
and assigned to a project task force on a 
work-time percentage basis. 

As phases of the project are completed, 
certain personnel may be phased out of the 
task force, while others increase their parti- 
cipation in the project. There is consequently 
no rigid or static organizational pattern as- 
sociated with each project in which the 
branch is engaged. Ideally the project task 
team also includes persons assigned from 
the unit for which the system is being de- 
veloped. This flexible organizational ap- 
proach, combined with the inherent savings 
of automated systems, allows the department 
to perform its functions at a much lower cost 
than would be possible by any other method. 
Over the last ten years, computing speed has 


improved a thousandfold and storage space 
has been reduced in cost by roughly the 
same factor. 

The efficiency of computing is likely to 
continue this trend well into the 1970's, 
whereas the expected cost of human labour 
resources is likely to continue its increase. 
Consequently, while today’s taxpayer bene- 
fits from the development of computerized 
systems, an even greater saving to the tax- 
payer of the 1970's can be anticipated. The 
Department of Treasury and Economics is 


determined not only to exploit that advantage 
but also to ensure that its research techniques 
and its administrative practice are in the van- 
guard of technological change. 


THE ROAD AHEAD 

The honeymoon is over and the strenuous 
task of building a happy marriage has begun. 
Already, the household has _ introduced 
modern electronic devices in terms of access 
to the Computer Services Centre. Time and 
space do not permit a fuller description of 


that Centre, whose services are so valuable 
and critical to the effective development of the 
household. The marriage of “economics” 
with “finance” is proving to be an exciting 
and stimulating one for those privileged to 
be involved —rich in promise and deter- 
mined to succeed. The department is a re- 
sponse to a philosophy and has been organ- 
ized to ensure a unity of purpose and 
function. In the fiscal year 1969/70, the 
four hundred members of the department 
will be working together to that end. 


DEPARTMENT OF TREASURY AND ECONOMICS 


DEPUTY TREASURER 
AND 
DEPUTY MINISTER OF ECONOMICS 


H. I. Macdonald 


Policy Planning 
! Division 

. Executive Director: 
D. W. Stevenson 


Fed.-Prov. Affairs 
Secretariat 
Director: E. D. Greathed 


Taxation and 
Fiscal Policy Branch 
Director: T. M. Russell 


Economic Planning 
Branch 
Director: C. P. Honey 


Regional Development 
Branch 
Director; R. S. Thoman 


Economic and Statistical 


Services Division 
Executive Director: 
O. M. Schnick 


Ontario 
Statistical Centre 
Director: K. Cheng 


Economic Analysis 
Branch 
Director: R. H. Frank 


Systems and Programming 
Branch 
Director: W. B. Duffey 


Government Accounts 
Division 
Comptroller of Accounts: 
G. McIntyre 


Pension Funds Branch 
Director: J. D. Macdonald 


Government Accounts 
Branch 
Director: A. W. Nethery 


Government Accounting 
Methods Branch 
Director: D. W. Maskins 


Finance Division 
Comptroller of Finances: 


Finance Management 


Director: to be filled 


Securities Branch 
Director: L. D. Gagen 


Computer Services 


Board* 
D. P. Holmes 


Computer Services 
Centre 
Manager: L. J. van Monsjou 


Branch 


Data Processing 
Operations Branch 
Director: B. Shrubshall 


Systems and Programming 
Branch 
Director: A. Ghauri 


*The Board consists of the Deputy Ministers of the Departments of: 
Labour, Lands and Forests, Municipal Affairs, Revenue, and Treasury and Economics. 
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Economic Indicators 


Seasonally Adjusted 


*Statistics for Canada. 
"Not seasonally adjusted. 
‘Ontario less Toronto. 


1968 1969 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. 

Leading Indicators 
Average Weekly Hours Worked in 

Manufacturing Number 39:9’ oe 4015 39.6 40.6 40.7 40.3 40.3 40.2 40.6 40.6 40.7 40.1 
New Orders in Manufacturing Industries‘ $ Million 3,225 3,161 3,191 3,276 3,360 3,349 3,377 3,420 3,601 3,581 3,577 3,430 3,524 
Business, Industrial and Engineering 

Construction Contracts $ Million 105.4 111.3 104.6 107.1 123.4 129.3 97.7 101.8 107.8 1544 125.0 155.0 115.1 
Urban Housing Starts (Annual Rate) Number 76,300 72,200 79,400 69,200 63,200 60,800 61,900 63,900 48,900 73,400 83,500 98,200 80,800 109,700 
Money Supply‘ $ Million 24,149 24,479 24,682 24,972 24,987 25,400 25,846 26,314 26,702 26,827 27,226 27,464 27,580 27,953 
T.S.E. Industrial Index" 1956 = 100 157.43 150.24 146.88 160.43 157.87 166.61 165.93 169.02 176.37 179.61 187.29 188.93 192.47 185,20 
Business Failures Number 54 59 87 52 50 46 49 28 36 46 48 34 57 
Business Failures — Liabilities" $ Million 2.6 1.8 5.6 6.4 2.8 6.6 2.9 iN} 1.5 2.1 2 1.2 2.9 
Coincidental and Lagging Indicators 
Gross National Product‘ (Annual Rate) $ Million 65,168 66,328 67,824 70,152 
Average Hourly Earnings in Manufacturing Dollars 2.59 2.58 2.60 2.67 2.68 2.67 2.71 2.76 2.78 2.78 2.79 2.81 
3-Month Treasury Bill Rates" Per Cent 6.29 6.80 6.98 6.99 6.95 6.56 6.03 5.48 5.66 5.57 5.66 6.24 6.38 
Cheques Cashed in Clearing Centres! $ Million 5,006 4,959 5,313 5,031 5,448 5,199 5,381 6,034 5,065 5,821 5,907 5,885 5,698 
Retail Trade $ Million 803 768 780 785 7719 804 840 835 850 851 862 853 879 
Labour Force 000’s 2,857 2,892 2,869 2,890 2,918 2,962 2,948 2,937 2,959 3,002 3,026 2,977 3,010 3,037 
Employed 000’s 2,169 2,793 2,760 2,796 2,796 2,844 2,825 2,837 2,858 2,890 2,923 2,879 2,928 2,947 
Unemployed 000’s 88 99 109 94 122 118 123 100 101 112 103 98 82 90 
Unemployed as % of Labour Force Per Cent 3.1 3.4 3.8 3.3 4.2 4.0 4.2 3.4 3.4 3.7 3.4 BB 2.7 3.0 
Wages and Salaries $ Million 1,111 1,103 1,107 1,130 1,141 1,141 1,142 1,157 1,186 15198 1,223 1,223 
Index of Industrial Employment 1961 = 100 126.3 124.2 125.5 126.0 125.8 124.0 124.1 125.4 126.7 127.8 1286 129.3 130.0 
Index of Industrial Production® 1961 = 100 153.8 153.9 154.9 156.8 158.4 160.1 159.5 159.3 161.6 162.9 165.1 166.2 164.8 166.0 

Total Manufacturing® 153.0 152.2 154.0 1564 158.1 159.7 157.8 158.0 161.3 162.5 165.2 166.0 163.3 165.4 

Non-Durables* 138.8 141.9 145.7 143.5 142.8 146.1 142.1 139.8 142.8 144.0 147.6 150.9 147.5 150.1 
Durables* 170.4 164.8 164.2 172.2 1768 176.2 177.0 180.2 183.9 184.7 186.7 184.4 182.6 184.1 

Mining* 145.8 152.8 152.4 153.3 153.1 154.6 156.1 154.3 152.9 155.0 155.4 153.9 158.1 157.6 

Electric Power and Gas Utilities* 172.9 170.0 166.6 165.7 169.1 172.1 179.9 179.0 177.5 179.6 179.7 186.4 188.3 184.3 
Primary Energy Demand (Annual Rate) BKWH 55.60 55.15 54.01 53.94 53.81 53.83 55.92 55.69 54.83 57.09 57.89 59.81 59.83 
Exports (including re-exports)* $ Million 1,077.7 1,140.4 1,125.7 1,165.3 1,097.2 1,115.9 1,063.5 1,103.5 1,115.0 1,176.4 1,203.2 1,202.4 1,215.0 1,306.0 
Imports® $ Million 974.5 1,093.9 970.9 1,026.6 992.2 962.7 927.3 963.0 1,092.1 1,127.2 1,084.3 1,106.0 1,163.0 1,221.0 

* Unclassified Indicators : 

Foreign Exchange Reserves" U.S. $ Million 2,175 2,490 2,244 2,416 2,695 2,574 2,515 2,590 2,534 2,525 2,672 2,827 2,864 2,820 
Industrial Materials Price Index" 1935-39 —100 253.5 252.4 253.0 251.2 252.0 253.0 253.4 254.2 253.4 256.8 257.1 258.9 261.4 264.6 
Consumer Price Index*" 1961 = 100 118.1 118.2 118.6 119.3 119.3 119.7 120.4 120.7 121.1 121.4 121.9 122.3 122.6 122.6 
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Ontario Economic Review 


May/June 1969 
Volume 7, Number 3 


The Ontario Economy 


The Reform of Taxation and Government 
Structure in Ontario 


Selected Economic Indicators 


A publication of the 
Department of Treasury 
and Economics 
Government of Ontario 


Hon. Charles S. MacNaughton 
Treasurer of Ontario and 
Minister of Economics 

H. Ian Macdonald 

Deputy Minister 


The Ontario Economic Review is prepared 
and edited bimonthly in the Economic 
Analysis Branch of the Economic and 
Statistical Services Division, Department 

of Treasury and Economics. The review 
presents articles of interest as well as current 


information on economic activity in Ontario. 


Signed articles reflect the opinions of their 
authors and do not necessarily represent 
the views of the Department. 
Subscriptions can be obtained free of 
charge by writing the Editor, Ontario 
Economic Review, Department of 
Treasury and Economics, Frost Building, 
Queen’s Park, Toronto 5, Ontario. 


Second class mail registration number 1508 


About the Review 

The feature article for the May-June edition 
of the Ontario Economic Review presents 
the Provincial Government’s long-term 
program for basic reform of taxation and 
government structure in Ontario. The article 
is based on a white paper contained in the 
1969 Annual Budget Statement of the 

Hon. Charles MacNaughton, Treasurer of 
Ontario and Minister of Economics. 

The primary objective of this program is 
to provide a more equitable and viable 
financial basis for the development of 
provincial and municipal operations in future 
years. Concrete steps will be taken to 
integrate provincial-municipal tax systems 
and to permit a more systematic control of 
the level and distribution of tax burdens. | 
A series of measures will also be advanced 
to strengthen and modernize the financial 
and functional structure of the municipal 
sector of the Ontario governmental scene. 

The article was prepared under the 
direction of Dr. T. M. Russell in the 
Taxation and Fiscal Policy Branch, Policy 
Planning Division of the Department of 
Treasury and Economics. 


Taxation and Fiscal Policy Branch 
Department of Treasury and Economics 


Indicator Charts, Pages 10-12 
Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 10-12 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
Over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


———— a ee 
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The Ontario Economy 


n the first quarter of 1969 the economies of 
Intario and Canada enjoyed a continuation 
f the strong performance which character- 
zed the final months of 1968. However, 
ecompanying this strength was the con- 
inuing problem of large price increases. 

- Despite a movement by the federal author- 
ies in both Canada and the United States 
oward greater restraint the Canadian con- 
umer price index rose sharply in both March 
nd April to levels of 123.2 and 124.6 
espectively. The March/April increase of 
.1 per cent represents the highest monthly 
icrease since June 1956. In February, the 
idex remained unchanged from its January 
»vel of 122.6 and in earlier months the rate 
f increase was well below one-half of one 
er cent. In July of 1968 the index rose by 
ix-tenths of one per cent. During the past 
yur months, the consumer price index has 
Iso shown a faster rate of year-to-year in- 
tease. April prices this year were 4.4 per 
ont higher than in April 1968. March prices 
rere up 3.9 per cent, February prices up 
7 per cent and January prices 3.8 per cent 
igher than the corresponding level in 
anuary 1968. 

In Ontario, the latest monthly increases 
te attributable to higher sales and excise 
ixes on tobacco and alcohol and sharp gains 
1 the health and personal care, food, hous- 
ig and transportation components. The 3.2 
er cent April increase in the health 
ad personal care index is attributable to 
tcreased private prepaid medical care 
remiums and higher doctor, dentist and 
ae fees. The ten per cent sales tax 


aarged on restaurant meals costing more 
1an $2.50, effective April 1, contributed to 
“higher than average rise in the food index. 
ether contributor to the increased index 
lis year is the price of building materials 
hich have recorded sizable gains. Lumber 
tices, caught by accelerated housing con- 
ruction on the one hand and a supply 
Mortage (due to adverse winter conditions 
British Columbia) on the other, have risen 
0 to 15 per cent over the corresponding 
‘eriod last year. 

| The strong pace of business activity in 
‘anada and particularly Ontario is evidenced 
y the rapid growth of the labour force and 
je relatively low unemployment rates. In 
'anada, in the first quarter the labour force 
‘as an average of 4.2 per cent larger than 
was in the same period one year earlier. 
mployment meanwhile, rose by 4.7 per 
ont with the result that the seasonally ad- 


justed rate of unemployment fell from 4.9 
per cent in the fourth quarter of 1968 to 4.2 
per cent in March of 1969. In April the un- 
employment rate rose fractionally to 4.4 per 
cent of the labour force which could be an 
indication that government anti-inflationary 
policies are finally beginning to take effect. 
However, this could also be misleading. 
What has been happening under similar con- 
ditions in the United States is that large 
numbers of housewives and teenagers have 
been attracted into the labour force by 
available employment and record wages 
and thus have raised the jobless rate. 

In Canada, between March and April, 
total employment rose by 158,000 to 
7,629,000 and the labour force at 8,061,000 
was up by 142,000 an above-average month- 
ly increase for this time of year. Compared 
to a year earlier, the labour force was larger 
by 349,000 or 4.5 per cent and employment 
showed a considerable gain of 353,000 or 
4.9 per cent. 

In Ontario, in the first four months of 
1969 the labour force was an average of 
5.1 per cent larger than one year earlier. 
Employment during this period rose on 
average by 5.7 per cent and the unemploy- 
ment rate dropped from an average seasonal- 
ly adjusted level of 3.4 per cent for the 
four-month period in 1968 to a level of 2.8 
per cent for the corresponding period in 
1969" 

The continued high level of housing starts 
in the province suggests that, barring pro- 
longed strikes, employment in this sector of 
the construction industry will be well sus- 
tained throughout the first half of 1969. 
Ontario urban housing starts during March 
totalled 4,769 units, compared with 4,635 
units in the preceding month and up 41 per 
cent from the March 1968 level of 3,384 
according to recent data released by Central 
Mortgage and Housing Corporation. 

At the close of 1968 it was expected that 
housing starts would begin to fall off, since 
the bulk of funds made available in the fall 
had already been used up in the immediately 
following period of accelerated construction 
activity. But this has not been the case. 
Canada’s average seasonally adjusted hous- 
ing starts reached an annual rate of 275,000 
units in the first quarter of 1969 compared 
to a high of 231,100 units in the preceding 
quarter. Cumulative 1969 starts in Ontario 
for the first quarter rose to 13,587 units, up 
56 per cent from the 1968 period. CMHC 
reports that multiple units accounted for all 


but 20 per cent of the March urban starts 
which represent an annual rate of 102,400 
units compared with a rate of 78,200 in 
March of 1968. Final figures for January and 
February show an increase in total Ontario 
urban starts to 8,818 units from 5,325 in the 
1968 period. 

Toronto starts were ahead 1,630 units, but 
the percentage of Ontario housing starts ac- 
counted for by Toronto in the first three 
months of 1969 dropped to 50 per cent from 
56 per cent in 1968. Windsor, Ottawa, 
Kitchener, Kingston, Oshawa, Sudbury and 
Guelph had increases of more than 100 per 
cent in housing starts for the first three 
months. Declines in starts were recorded 
for London, Brampton, Georgetown and 
Chatham for the January to March period. 

While expansion has been strong on many 
fronts, it has been particularly so in mer- 
chandise exports. It can safely be said that 
the continued outstanding growth of mer- 
chandise exports is due to the persistent 
strength of U.S. demand. Operating at a 
high level of capacity, with unemployment 
rates the lowest in years, the buoyancy of 
U.S. demand for consumer goods has signi- 
ficantly contributed to lifting total Canadian 
exports to $3,463.7 million in the first 
quarter, 15.1 per cent above the first quarter 
of 1968. While exports to the United King- 
dom declined by 4.7 per cent to $282.8 mil- 


. lion those to other Commonwealth and 


preferential countries rose slightly to $135.1 
million. By far the largest growth in sales 
was accounted for by purchases from the 
United States which rose by $422.4 million 
to $2,477.2 million. 

Imports in the first three months increased 
by 16.2 per cent to $3,265.5 million from 
$2,810.0 million in the corresponding period 
in 1968. Purchases from the United Kingdom 
rose by 9.2 per cent to $173.5 million, and 
from other Commonwealth and preferential 
countries by 21.3 per cent to $94.0 million. 
Imports from the United States rose by 16.6 
per cent to $2,487.5 million and from other 
countries by 15.8 per cent to $510.5 million. 

Preliminary data on Canadian Trade for 
the month of April indicate a substantial 
reduction in the growth of exports. Total 
exports for April rose by only 1.5 per cent 
to $1,196.2 million from $1,178.1 million 
in April of 1968. This is in sharp contrast 
to the 19.4 per cent year-to-year increase 
in March. Moreover, April exports to the 
U.S. increased by only 7.0 per cent on a 
year-to-year basis as opposed to the 24.5 per 


The Ontario Economy 


cent March 1968 to March 1969 increase. 
Exports to the U.K. fell by 13.1 per cent 
and those to other Commonwealth and pre- 
ferential countries decreased by 15.2 per 
cent. 

Imports in April continued to advance 
strongly gaining 14.4 per cent, or more than 
$155 million to $1,246.7 million. The largest 
increase remained in trade with the United 
States, where imports rose by 15.4 per cent 
to $912.2 million from $791.8 million in 
April 1968. Imports from the U.K. decreased 
by 6.2 per cent and increased by 11.4 per 
cent from other Commonwealth and pre- 
ferential countries. 

Another strong performer in the first 
quarter of 1969 has been the Canadian steel 
industry. Production has been running at an 
unexpectedly high level causing industry 
forecasters to revise upward their estimates 
of output for the year — assuming that strikes 
are not encountered. Until recently, the 
standard forecast was that ingot production 
would fall 300,000 to 500,000 tons below 
the record 11.1 million tons poured in 1968, 
when U.S. consumers were buying heavily 
in anticipation of a steel strike. However, in 
the first three months of 1969 Canadian 
mills have turned out 2,903,000 tons of steel 
ingots, seven per cent above the high 1968 
level. Steel officials have also indicated that 
orders in hand and commitments being made 
should maintain production levels through 
the second and third quarters of the year. 

While much of the early advance may be 
attributable to anticipated steel industry 
strikes early this summer consumption has 
also increased with preliminary construction 
figures now suggesting that the total value of 
new contracts awarded in the first quarter 
rose by more than 25 per cent from the 
similar 1968 period. This represents a con- 
siderable increase from the cautious eight 
per cent twelve-month expansion forecast 
for 1969. It is obvious that this first-quarter 
increase will not be maintained throughout 
the year, however, it would seem to indicate 
that construction users are anxious to have 
labour and materials committed to their 
projects in anticipation that supplies might 
be tight later in the year. It could also be 
said to reflect the strong push generated by 
the forecast nine per cent growth in private 
and public investment in 1969. 

The 1969 investment program as sum- 
marized in the recently released official 
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estimates! forecasts an increase of $1.4 bil- 
lion in private and public capital spending. 
The annual survey covers business establish- 
ments, institutions, all levels of government 
and housing and is designed to provide an 
indication of investment intentions on the 
whole, during the current period of economic 
activity. In the past the survey has tended 
to understate the magnitude of the actual 
advance in investment expenditures. How- 
ever, there are indications in the existing 
economic climate which suggest that this 
year the reverse may be true. 

The capital program planned for 1969 
represents an advance of 8.7 per cent over 
the expenditure program of $15.7 billion in 
1968 and sharply contrasts with the slowing 
down in investment in 1967 and 1968 when 
total capital outlays rose by only approxi- 
mately two per cent per annum. However, 
the forecast increase does not rival the high 
rate of growth achieved in the 1962-66 
period. In the early 1960’s, when vigorous 
efforts were being made to build a stock of 
plant and equipment as the economy moved 
to more fully utilize its resources, capital 
spending rose very rapidly averaging 15 per 
cent annually. While the rate of gain in- 
dicated for 1969 is more moderate than 
that of 1962-1966 it does appear that invest- 
ment spending may now be rising more in 
line with the growth that can be anticipated 
for the economy as a whole. 

Increases in capital spending are planned 
in almost all major sectors of the Canadian 
economy in 1969. Plans of business involve 
a rise of almost eight per cent in outlays 
over those of 1968. Social capital spending 
by institutions and government departments 
is also expected to increase by nearly eight 
per cent, while outlays for housing are 
likely to be more than twelve per cent greater 
than those of the previous year. This is a 
slower rate of growth than last year, when 
housing outlays totalled $2.88 billion or 21 
per cent more than 1967. The most impor- 
tant change from trends in recent years is in 
the business sector, where the increase of 
eight per cent now planned follows two con- 
secutive years of decline in business invest- 
ment. The gains expected in social capital 
spending are little different from those which 
occurred in 1968. 

The sharpest reversals in trend in 1969 
within the business sector occur in the com- 
modity producing industries and in the trade 
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and commerce sectors. Outlays by the com- 
modity producing industries are expected to 
increase by slightly more than seven per cent 
in 1969 compared with a drop in spending 
of eight per cent in 1968. Capital spending 
by manufacturers is expected to increase by 
almost I5 per cent after a decline of almost 
13 per cent last year. The most substantial 
increases here are expected to occur in the 
primary metals, transportation equipment 
and petroleum refining industries. 

The report indicates that capital spending 
plans will increase in every major economic 
region of the country. The greatest increase 
will occur in Ontario, where spending will 
rise an estimated 15.5 per cent to $6,379.2 
million. The next highest intention being an 
11-per-cent increase in the Atlantic Proy- 
inces. 

Total manufacturing activity in Ontario 
is estimated to increase by 31.6 per cent 
from the preliminary actual level of $1,000.5 
million in 1968 to $1,316.8 million in 1969, 
Business activity will increase by almost 25 
per cent, utilities by 17 per cent and housing 
by an estimated 15 per cent whereas in- 
stitutional services and government depart- 
ments have indicated a low 3.4 per cent 
increase in capital spending in 1969. 

The survey of intentions reflected by the’ 
official report was of course compiled around 
the beginning of the new year. It seemed 
reasonable at that time, and indeed still 
seems reasonable to expect that with con- 
tinued steady growth in both domestic de- 
mand and export markets an expansion of 
the magnitude outlined above would be in 
order. At that time, too, there was wide- 
spread hope that the forces of inflation, both 
in Canada and the United States were gradu- 
ally being brought under control. 

However, the anticipated signs of cooling 
have been slow to appear and in response 
to the continued strong expansion monetary 
policy both here and in the United States has 
become more restrictive. It would therefore 
seem that any necessary financing for expan- 
sion not already arranged will have to be 
sought in a considerably different climate 
than originally envisioned. This will un- 
doubtedly result in the postponement of 
some programs and perhaps only the partial | 
completion of others resulting in a somewhat’ 
lower level of capital expansion than origin-. 
ally intended. 


TRODUCTION 
The Government of Ontario is convinced 
hat fundamental fiscal and structural reforms 
are necessary and urgent in this province. 
Both the Ontario Committee on Taxation 
nd the Select Committee on Taxation pro- 
yosed extensive reforms.! After examining 
e reports of these committees and studying 
thoroughly their recommendations, the Gov- 
ernment presented its own views in a White 
Paper. In brief, this article describes the 
Government’s reform objectives and its long- 
run plan for achieving those objectives as set 
out in the White Paper. The plan calls for 
complementary and concurrent reforms on 
four fronts: reform of the provincial tax 
system, reform of provincial aid to local 
governments, reform of local taxation, and 
reform of local government structure. 


REFORM OF THE PROVINCIAL 
TAX SYSTEM 

The Government of Ontario is planning a 
major redesign and reform of the provincial 
tax system. This is necessary because the 
present system is demonstrably deficient in 
terms of its equity, efficiency, and capacity to 
aise necessary provincial funds in the years 
ahead. The program of provincial tax reform 
will seek to achieve three broad objectives: 


'* to establish a fairer, more balanced and 
more revenue-productive system of pro- 
vincial taxation; 


* to connect, in a coordinated manner, the 
provincial and municipal tax systems to 
allow control over the level and distribu- 
tion of overall tax burdens; 


* to harmonize and rationalize provincial 
and federal taxation in Ontario to the 
maximum extent possible. 


The reform plan, as set out, calls for ex- 
‘tensive changes in existing provincial taxes. 
‘Some of these changes have already been 
‘implemented in the 1969 budget; others will 
be brought into effect over a number of years. 
‘The plan also suggests trade-offs between the 
' Province and Ottawa in the shared-tax fields. 
Realization of the intended realignments in 
‘the shared-tax fields will depend, of course, 
| on positive reception and reaction by the 
| federal government. The key element in the 


| 
] 


reform plan, however, is the establishment of 
| a personal income tax system for Ontario. 
_ This fundamental departure from the present 
character of provincial taxation is the core 
around which Ontario’s new tax system will 
be developed. 


' 1See Report of the Ontario Committee on Taxa- 
tion (Toronto: Queen’s Printer, 1967) com- 
‘monly referred to as the Smith Committee and 
The Report of the Select Committee of the 
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A Provincial Income Tax 

The Ontario Government intends to estab- 
lish its own personal income tax system 
within the next two years. This move to an 
independent income tax is necessary to pre- 
serve the Province’s fiscal integrity and to 
achieve meaningful tax reform in Ontario. 

Three developments have led to this de- 
cision: the Province’s need for greater access 
to fast-growing revenue sources in order to 
maintain its existing programs and undertake 
essential reforms; the impasse in federal- 
provincial tax sharing; and the inadequacy 
of the present income tax abatement system 
to serve Ontario’s long-run finance and re- 
form objectives. The first two of these factors 
have been extensively studied and debated 
since 1966. Federal-provincial studies and 
the Province’s own projections provide ample 
documentation that Ontario needs additional 
tax room in the personal income tax field 
merely to carry on its existing programs and 
existing level of support to municipalities. 
Ontario’s responsibility to carry forward pro- 
vincial programs on the scale required and 
to increase municipal support magnifies this 
need for growth tax revenues. Similarly, the 
Federal Government’s adamant refusal to 
contemplate a more realistic sharing of in- 
come tax revenues is now an accepted plati- 
tude. The third consideration, however, war- 
rants more detailed explanation. 

Public discussion has often appeared to 
suggest that the people of Ontario do not pre- 
sently pay provincial income tax. In fact, the 
people of Ontario have been paying a pro- 
vincial income tax for many years. The pre- 
sent provincial income tax is equal to 28 per 
cent of the federal basic tax, and is collected 
by Ottawa and returned to the Province. 
Moreover, if the Federal Government were 
willing to accept our offer whereby the Pro- 
vince would assume complete responsibility 
for certain shared-cost programs in exchange 
for an additional 20 points of personal in- 
come tax, the two governments would have 
virtually equal occupancy of this field. In any 
event, under the present income tax abate- 
ment system, Ontario is severely limited in 
terms of the revenues it can realistically de- 
rive from the fast-growing and progressive 
personal income tax field. In the first place, 
the Federal Government has effectively pre- 
empted any significantly increased provincial 
effort by its own heavy use of this field in 
recent years. Secondly, the collection agree- 
ments which govern this shared-tax field 
restrict the provinces to across-the-board rate 


Legislature on the Report of the Ontario Com- 
mittee on Taxation (Toronto: Government of 
Ontario, 1968), commonly referred to as the 
Select Committee. 
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increases when they want to increase income 
tax revenues. The Federal Government, 
meanwhile, reserves to itself all the scope for 
raising revenues through changes in the tax 
base and in the progressive rate structure. At 
a time when overall income tax rates are 
already very high, these latter avenues surely 
are superior to further across-the-board rate 
increases. 

The present system also denies the Pro- 
vince any role in determining the structure 
and method of income taxation appropriate 
for Ontario. In this Government’s view, the 
present system is grossly deficient in terms of 
equity and simplicity. The recent imposition 
of the retrograde Social Development Tax 
has seriously compounded these defects. 
Judging by the Federal Government’s uni- 
lateral approach to tax reform, there is no 
assurance, moreover, that Ontario will have 
any more of a voice in the upcoming reform 
of this vital tax area. The present income tax 
system, therefore, is clearly not working in 
Ontario’s interests, either present or future. 

The new personal income tax system, 
which the Government plans to establish, 
will have the following features: 


* it will aim for greater simplicity and greater 
progressivity than the present system; 


* it will be structured to produce signifi- 
cantly increased revenues and thereby im- 
prove the growth potential and the pro- 
gressivity of Ontario’s overall tax mix; 


it will be designed as an integrated per- 
sonal income tax-tax credit system which 
coordinates provincial and municipal taxes 
and allows control over the level and dis- 
tribution of overall tax burdens; 


* it will be both a collection and a payments 
mechanism, which could eventually be 
adapted to replace income maintenance 
programs. 


Integration will be achieved through pro- 
visions for the deduction of taxes paid by 
individuals in other provincial and municipal 
fields from their tax liability under the pro- 
vincial personal income tax. For example, it 
will be possible to replace the present Basic 
Shelter Tax Exemption payments by pro- 
perty tax credits. Such an arrangement would 
be superior to the present practice in two 
respects. First, it would channel property tax 
relief directly back to all taxpayers — home- 
owners and tenants. Second, the tax credit 
system offers more scope for redistributing 
property tax burdens. For example, the pro- 
perty tax credits could be designed to vary 
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with income and family size or could have 
an upper income cut-off point. Eventually, 
this form of integration could be extended to 
incorporate tax credits against payments of 
retail sales taxes, health insurance premiums, 
and other provincial taxes which are regres- 
sive in impact. An essential adjunct of this 
integrated personal income tax-tax credit 
system would be a rebate mechanism to pay 
refunds to those taxpayers whose total credits 
exceed their total personal income tax 
liability. Such a procedure would represent a 
move toward a positive income supplement 
or guaranteed income scheme. 

To sum up on the personal income tax, 
Ontario has decided to establish its own 
system of personal income taxation rather 
than continuing with the present abatement 
system. This course of action will allow the 
Province to raise necessary provincial funds 
on a fair and efficient basis. It will open up 
new scope for the systematic integration of 
overall provincial-municipal taxation in On- 
tario and lessen the burden of property taxes 
on those least able to pay. Whether the 
Federal Government is willing to continue 
co-operation in collection under this new 
system will be a matter for negotiation. Ob- 
viously, a single collection agency for both 
levels of government would be desirable. 
Recent events in Ottawa suggest that the 
Department of National Revenue may be 
replaced by a tax-collection commission. We 
would suggest that consideration be given to 
establishing a federal-provincial tax collec- 
tion commission, as a joint body to serve 
both levels of government. On the other 
hand, the absence of such cooperation cer- 
tainly will not inhibit the implementation of 
a new income tax system in Ontario. 


Taxation of Capital Gains 
The Ontario Government intends to tax 
capital gains when it introduces its provincial 
income tax. The Government believes that 
capital gains must be brought into the tax 
system in order to achieve greater equity be- 
tween taxpayers with equal incomes and 
among taxpayers at different income levels. 
It is recognized that taxation of capital gains 
could reduce private savings and economic 
growth in Ontario. However, this potential 
economic disadvantage is far outweighed by 
the positive improvement in equity and con- 
sistency to be gained by taxing capital gains. 
It is Ontario’s view that capital gains 
should be taxed on a uniform basis all across 
Canada. This requires either a fully inte- 


grated system of provincial capital gains 
taxes, a system of federal and provincial 
capital gains taxes or a purely federal tax, 
the revenue of which is shared with the pro- 
vinces. Ontario is prepared to discuss these 
options with the Federal Government and 
the other provinces to ensure that a har- 
monized overall system is developed. If the 
Federal Government is not prepared to tax 
capital gains (either in concert with the pro- 
vinces or on behalf of the provinces as well 
as in its own right), Ontario, nevertheless, 
intends to go ahead in this field. In this even- 
tuality, Ontario’s rates would have to be 
nominal, at least until such time as other 
provinces entered the field. 

Ontario believes that the United States 
capital gains tax provides a reasonable model 
for designing a capital gains tax appropriate 
to Ontario and to Canada. Thus, the kind of 
tax that is envisaged would have the follow- 
ing features: 

* taxation of gains when they are realized 
and upon death or emigration; 

* deductibility of losses as an offset against 
capital gains income; 

* no discounting of gains to allow for in- 
flationary effects; 

* exemption of gains on homes and other 
specific forms of real property, up to a 
lifetime limit, with periodic reassessment 
of this limit; 

* distinction between short-run speculative 
gains and long-run investment gains; 

* concessionary rates of tax on long-run 
gains and, certainly, rates that are no 
higher than in the United States; 

* fair averaging provisions, both forward 
and backward. 

A capital gains tax structured along these 
lines would minimize adverse economic 
effects and be administratively workable, 
while at the same time increasing govern- 
ment revenues and making the overall tax 
system more equitable. 


Succession Duties 

The new federal Estate Tax Act limits the 
range for modification and reform in On- 
tario’s succession duties. Ontario strongly 
believes that these two taxes should remain 
as compatible and as harmonized as possible. 
If the Province were to go its own way in 
developing the death tax field, as Ottawa has 
done, the end result could be confiscatory 
total tax levels, capricious overall tax conse- 
quences and a disproportionate allocation of 
private resources devoted to compliance and 


evasion. The responsible options left open 
to Ontario in respect of succession duties, 
therefore, narrow down to two: retain the’ 
provincial tax and bring it into conformity. 
with the new federel tax, or relinquish this 
tax field to the federal government in ex- 
change for equivalent revenue. Ontario pro- 
poses to relinquish its succession duties in 
exchange for 75 per cent of the revenues that 
will accrue in Ontario from full application 
of the new federal Estate Tax Act. 

As capital gains taxation becomes fully 
mature in the years ahead, undue accumu- 
lations of wealth will be moderated. In 
Ontario’s view, therefore, the need for taxa- 
tion of estates will diminish and such taxation 
should be gradually eliminated. This could 
be achieved by the Federal Government, 
through increases in its level of exemptions, 
or by the provinces through forgiveness or 
refund of their shares of estate tax revenues. 


Taxation of Gifts 
With a provincial income tax, it would be 
feasible for Ontario to establish a provincial) 
gift tax. There is little rationale for such a 
gift tax, however, once the Province moves 
out of the succession duties field. Moreover, 
a provincial gift tax on top of the new federal’ 
gift tax would push rates to punitive levels.’ 
Ontario, therefore, does not intend to estab-, 
lish its own gift tax. 

The Province strongly contends, however, | 


that gift tax revenues should be shared with 
the provinces. Since the Federal Government 
views gifts primarily as reductions in the size’ 
of estates eligible for estate taxes, then it is 


only fair that the provinces share in gift tax | 
revenues to the same extent that they share | 
in estate tax revenues, which is 75 per cent. | 


Again, integration and harmonization to 
avoid duplication and excessive taxation is 
the desirable goal. 


Corporation Income Tax 
Ontario’s corporation income tax closely 


parallels Canada’s corporation income tax in 
terms of structure and design. The Province — 
believes that this conformity must be main- | 
tained in future, both for reasons of neutrality’ 


and simplicity. 


On the side of administration and collec- | 
tion, the Province is considering a major 
change. The Carter Commission, Smith Com- 
mittee and Select Committee all recom- | 
mended that administration and collection © 


of the corporation income tax be turned over 
to the Federal Government. This Govern- 
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ment is persuaded by the obvious merits of 
such a step. There is no question that ad- 
ministration and collection of corporation 
income taxes would be more efficient and 
certain if handled only by a central authority. 
Personnel from both the provincial corpora- 
tion tax and succession duties areas would 
become available to launch the new provin- 
cial income tax administration. Before reach- 
ing any final decision to turn over corporation 
come tax collection to the Federal Govern- 
ment, however, Ontario must be assured that 
the interests of corporate taxpayers as well 
as its own interests, and particularly its 
revenues, will not suffer. 

_ The sales tax on production machinery 
and the higher capital taxes announced in the 
1969 budget will raise Ontario’s overall level 
of taxation on corporations substantially. 
This increased burden was necessary because 
the business sector, like all other taxpayers, 
must carry its fair share of revenue-raising 
measures. Looking to the future, however, it 
is apparent that there is little remaining 
tolerance for further increases in corporate 
taxation, except perhaps in corporation in- 
come tax rates. It must also be recognized 
that Ontario’s rates cannot move far out of 
line with those in other jurisdictions, both in 
Canada and abroad, if the province is to re- 
‘main competitive. Moreover, various studies 
have supported the contention that such in- 
Cteases are ultimately reflected in the price 
paid by consumers for goods and services. 


| Mining Taxation 

The Government believes that the mining in- 
dustry has been taxed too lightly in relation 
‘to the taxes borne by other industries and 
sectors of the Ontario economy. The increase 
in mining tax announced in the 1969 budget 
aims to correct this defect and to secure for 
_all the people of Ontario the revenues which 
should logically accrue to them from this 
| province’s natural resources. 

In addition to establishing a proper level 
_ of provincial taxation on mines, the plan for 
_teform in this field calls for municipal taxa- 
tion of mining properties. Beginning in 1970, 
mining municipalities will be empowered to 
_ levy property tax on smelters and other pro- 
| cessing facilities. Assessment of these proces- 
| sing facilities is now under way and scheduled 
_ for completion before the end of 1969. When 
| fully in effect, this change will add over $10 
million a year to the revenues of mining 
| municipalities. Ultimately, many municipali- 
' ties in the north will share in this additional 


. 


fiscal capacity through the formation of re- 
gional school boards and regional govern- 
ments. In the meantime, the. Province will 
continue to make payments to mining munic- 
ipalities out of its general revenue, though at 
a reduced level and through a revised for- 
mula which includes mining workers engaged 
in extraction operations only. This new ap- 
proach to mining taxation will result in net 
benefits to mining municipalities and in broad 
benefits to Ontario taxpayers in general. 


Retail Sales Tax 

Ontario’s long-run financial needs dictate 
that the retail sales tax remain a major and 
growing source of revenue for the Province. 
Both the Smith Committee and the Select 
Committee recognized this inescapable real- 
ity. The thrust of reform in the sales tax area, 
therefore, must be to ensure that this addi- 
tional revenue is raised in the most efficient 
and equitable manner. 

Additional revenue from the retail sales 
tax can only be obtained by broadening the 
base and/or raising the rate. In this budget, 
the retail sales tax base was expanded to 
include three previously exempt areas: pro- 
duction machinery, hotel and motel accom- 
modation, and movie tape and video tape 
rentals. This leaves little scope for further 
expansion of the base except in the area of 
services and necessities such as food. The 
Province does not intend to tax food, chil- 


dren’s clothing and other necessities, at least” 


until the regressive aspects of such taxation 
can be deliberately offset by tax credits and 
refunds under the provincial income tax. Nor 
does the Province envisage any great expan- 
sion in the area of services. The costs of 
proper administration and collection of the 
retail sales tax on many services would be 
high because of the number of vendors in- 
volved, while the additional revenues to be 
gained would be modest. To the extent that 
Ontario finds it necessary and desirable to 
derive additional revenue from sales taxation, 
therefore, it must come primarily through 
rate increases. 

In the recent budget the retail sales tax 
rate on liquor, bottled beer and wine, and 
meals over $2.50 has been increased to 10 
per cent and taxation under The Hospitals 
Tax Act will be incorporated into The Retail 
Sales Tax Act. This represents a start in the 
direction of differential sales tax rates for 
selected commodities. The Province will con- 
tinue to explore and develop this avenue be- 
fore contemplating any general rate increase. 


Other Provincial Taxes 

The 1969 Budget has introduced significant 
changes in other areas of provincial taxation. 
The tax on tobacco has been increased, gaso- 
line tax refunds narrowed, and numerous 
minor changes made to remove nuisance fea- 
tures, reduce collection costs and streamline 
administration. In the years ahead, Ontario 
will continue to review and improve its tax 
policies in these and other provincial fields. 


REFORM OF PROVINCIAL AID 

TO LOCAL GOVERNMENTS 

The Ontario Government recognizes that the 
local tax base carries too much of the fi- 
nancing burden for the provincial-municipal 
sector as a whole. This undue reliance on 
property taxation is clearly indicated by the 
continuing financial squeeze on municipali- 
ties and the increasing demands for provin- 
cial relief. In 1968 the Province undertook 
two major relief measures suggested by the 
Smith Committee, the Basic Shelter Tax Ex- 
emption payments and the takeover of the 
administration of justice, shifting approxi- 
mately $150 million of financing from the 
local tax base to the provincial tax base. 
These measures have relieved the pressure 
on mill rates but do not constitute adequate 
long-run support. A major reform objective 
of the Province, therefore, is to increase its 
financial support for local governments in 
order to reduce the burden of financing which 
falls upon the slow-growing and oppressive 
property tax. 


Increased Provincial Grants for Education 
As a first step, Ontario intends to raise its 
average level of support for elementary and 
secondary education to 60 per cent over a 
three-year period, beginning in 1970-71. 
Presently, the Province’s legislative grants 
provide about 45 per cent of school board 
finances. This increase in provincial support 
of education from 45 to 60 per cent will rep- 
resent a permanent shift in financing from 
the local tax base to the provincial tax base. 
The cost of this shift is estimated to run from 
$175 million to $250 million annually, by 
the end of the phase-in period. 

The primary purpose of the Province in 
assuming this increased share of education 
financing is to permit some compensating re- 
duction in school board levies. In other words, 
the increase in provincial taxation for school 
support is expected to be offset substantially 
by reduced local taxation for school financ- 
ing. To realize this desirable reduction in 
local levies, it is imperative that the higher 
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provincial grants be accompanied by restraint 
in school board spending. In the past, in- 
creased provincial grants have been trans- 
lated almost entirely into higher total ex- 
penditures on schools. This need not be the 
end result in future, however, because enrol- 
ments will level off over the next few years. 
If school boards do not exercise voluntary 
restraint in spending, this Government will 
consider establishing machinery, such as a 
budget review board, to ensure that increased 
financial aid from the Province is passed on 
to the local taxpayer. 

With increased provincial support of school 
board costs, there is the concomitant require- 
ment of allocating the aggregate grant among 
the various school boards. Under present 
arrangements this is handled by the Ontario 
Foundation Tax Plan formula. This formula 
will have to be revised in order to generate 
and distribute the higher level of provincial 
grants among the new school board units 
which were established this year. 


Other Grants to Local Governments 

The long-run goal of the Province is to as- 
sume a larger share of the financing for 
other local services as well. This cannot be 
achieved immediately because the Province 
simply does not have the financial resources 
to make increased transfers. As the new pro- 
vincial tax system begins to produce ad- 
ditional revenues, however, some of these 
revenues will be transferred to local govern- 
ments in the form of increased grants and 
payments. Again, if the end result is simply 
increased local spending, this will necessitate 
central review and control measures. 

The Government is undertaking a com- 
prehensive review of its grants and aid poli- 
cies. As the Smith Committee pointed out, 
some grants are obsolete and others deserve 
new emphasis, while in aggregate the pres- 
ent system lacks coordination. The Province 
hopes to correct these imperfections and to 
develop a rationalized overall support policy. 
Two changes already mentioned are ex- 
amples of the kind of improvements that will 
be sought. The Basic Shelter Tax Exemption 
payments will be replaced by some form of 
tax credits and refunds under the provincial 
personal income tax, and mining revenue 
payments will be reduced as some mining 
municipalities begin to collect their own 
revenues from mines. In redesigning its 
grants policies the Province also will seek to 
provide more of its total support in the form 
of unconditional grants, thereby allowing 


local governments greater autonomy in their 
budgetary allocations. 

Reform of the provincial grants system 
must inevitably be a long-run process. This is 
particularly so when the Province is working 
towards fundamental reforms in other related 
areas such as property asssessment and reg- 
ional government. The regional government 
program will simplify and assist the reform 
of provincial grants in two main ways. First, 
it will reduce the number of grant-receiving 
units. Second, the equalization which will oc- 
cur within regions will reduce the need for 
equalization components in particular pro- 
vincial grants. Assessment reform will also 
have a major bearing on the development of 
an improved grants system. At present the 
Ontario Government pays out to local goy- 
ernments approximately $1 billion in grants 
which in one way or another are based on 
local assessment figures. Uniform and accu- 
rate assessment is vital, therefore, for an 
equitable distribution of these grants among 
local governments. Given these interrelation- 
ships, some time will be required before a 
fully adequate and coordinated grants policy 
can be formulated. 


REFORM OF LOCAL TAXATION 
Property taxation in Ontario stands in need 
of fundamental reform, perhaps more so 
than any other area. As the Smith Committee 
and the Select Committee so clearly pointed 
out, the present property tax is grossly unfair 
and inefficient. The proposed provincial ac- 
tions to reduce the burden of financing that 
falls on the property tax and to offset its re- 
gressivity via personal income tax credits will 
substantially ameliorate these shortcomings. 
But reform of property taxation is still neces- 
sary and desirable, both in its own right and 
in order to facilitate and complement re- 
forms in government structure and provincial 
grants. Therefore, the Government is deter- 
mined to overhaul the entire system of prop- 
erty taxation and make it as equitable and 
efficient as possible. 
There are four main policies to the Prov- 
ince’s plan for reform: 
* reassessing all real property at current 
value; 
* broadening of the local tax base by remov- 
ing exemptions; 
* achieving a more neutral business assess- 
ment rate; and 
* determining an appropriate distribution of 
tax burdens among classes of real prop- 
erty. 


Of these, reform of assessment is the most 
crucial for it is the foundation upon which 


subsequent reforms in these other areas must — 


be based. 


Province-Wide Reassessment 

at Current Value 

Current property assessment in Ontario is 
riddled with inconsistencies and inequities. 
Many properties are underassessed, some 
are overassessed and some are not assessed 
at all. Like properties are assessed at differ- 
ent values both within the same municipality 
and between municipalities. Moreover, there 
is no consistency among municipalities in the 
assessment treatment of particular classes of 
property. A class of property which enjoys 
low assessment and therefore a tax advan- 
tage relative to other properties in one mu- 
nicipality may be at a relative disadvantage 
in another municipality. The Ontario Gov- 
ernment is convinced that the only way to 
remove these anomalies and inequities is to 


reassess all properties in Ontario at current | 


value. It is the Province’s aim to bring about 
uniformity of assessment all across Ontario 
in order to achieve equity among property 
Owners, among property categories and 
among municipalities. 

To remedy the serious existing problems 
in assessment, the Smith Committee recom- 
mended that Ontario provide more aid and 
incentives to the municipalities to improve 
their assessment practices. The Government 
has doubts that this approach would succeed 
without a complete change in management 
practices. It also believes that province-wide 
re-assessment can be achieved much sooner 
under provincial management than under 
local administration. Therefore, the Ontario 
Government has decided to assume full re- 
sponsibility for the administration of pro- 
perty assessment. This will be done in two 
stages. On July 1 of this year, the Province 
will take over the assessment function in 
Northern Ontario with the exception of the 
districts of Kenora, Rainy River and Sud- 
bury and the cities of Sault Ste. Marie and 
Fort William. On January 1, 1970 the re- 
mainder of the province will come under 
provincial jurisdiction. 

This changeover will mean the absorption 
of present municipal assessment personnel 
by the Department of Municipal Affairs and 
assumption of present assessment costs by 
the Province. This will represent a saving to 
municipalities of approximately $15 million, 
allowing a corresponding reduction in pro- 


-vincial grants. Following this immediate step, 
the Province intends to devote increased re- 
sources to the assessment function in order 
to ensure that the administration and quality 
of assessment is brought up to a proper level 
by the end of 1975. 
_ Apart from the equity and efficiency con- 
siderations, this assessment reform will 
produce one major benefit to local govern- 
ments themselves. Proper and systematic 
“assessment will bring onto the rolls many 
properties that at present are not assessed 
at all or assessed on only part of their value. 
This will increase the revenues of the muni- 
cipal sector and broaden the tax base against 
which future levies can be raised. 

As the process of reassessment proceeds, 
the Province will consider the need for 
measures to cushion its impact. Present 
practices vary so widely that the move to a 
modern and equitable base is bound to in- 
volve financial hardships in some instances. 
While such hardships must eventually be 

borne if equity is to be achieved, temporary 
cushioning would smooth and ease these 
painful adjustments. 


| Broadening the Local Tax Base 
The Government recognizes the desirability 
of broadening the property tax base by 
removing present exemptions and _ partial 
exemptions. Reform along these lines would 
have three very beneficial impacts on local 
finance. First, it would increase the revenue- 
Taising capacity of the local government 
sector as a whole. Second, it would reduce 
_intermunicipal fiscal disparities. Removal of 
exemptions would increase the assessment 
base of municipalities which presently have 
_a high proportion of tax-exempt properties 
much more than it would for municipalities 
_with a low proportion of tax-exempt pro- 
| perties. Third, it would shift some of the 
_tax burden within each municipality from 
presently taxable to presently exempt pro- 
perties. 
_ The major classes of property that are 
presently exempt or partially exempt are 
| private properties such as churches and 
YMCA’s, institutional properties such as 
| universities and hospitals, and government 
| properties at the municipal, provincial and 
| federal levels. The Province has already 
_ announced that it does not intend to remove 
| the exemption for churches. The status of 
_ other private properties is currently under 
_ review. As for the other categories of exempt 


| 
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properties, the Province believes it would be 
premature to eliminate exemptions before 
proper assessment of these properties has 
been undertaken all across the province. 

In the long run, this Government hopes 
to be able to pay full local taxes on all the 
properties of the Province, its agencies and 
the institutions it supports. The Province’s 
recent move to pay full grants in lieu of 
taxes on senior citizen housing units repre- 
sents a modest start in this direction. How- 
ever, full realization of this objective will 
not be feasible until revenues become avail- 
able to finance such reform. This delay, 
moreover, will permit the Province to 
consider any relevant findings by the federal- 
provincial Subcommittee on Intergovern- 
mental Taxation. 


A More Neutral Business Tax 

At present, commercial and industrial pro- 
perties pay a supplementary business tax as 
well as a realty. tax on their assessed value. 
This business tax applies different rates of 
business assessment (that is, different pro- 
portions of taxable assessment to total as- 
sessment) against different kinds of business; 
hence, it penalizes some businesses and 
favours others. As well, the present schedule 
of rates is replete with categories and defini- 
tions which may have been relevant fifty 
years ago but are totally obsolete and in- 
appropriate today. The Government of 
Ontario believes that this discriminatory 
feature of local taxation should be removed. 
A major reform objective of the Province, 
therefore, is to establish a more neutral 
business tax on all commercial and indus- 
trial property. 

This long-run goal cannot be achieved 
until all properties, residential as well as 
commercial-industrial, have been reassessed 
at current value. Only then will the Province 
be in a position to measure and evaluate the 
impact of business assessment rates on dif- 
ferent businesses, on different municipalities 
and on municipal revenues in aggregate. As 
an interim measure, however, the Province 
is considering a reduction in the present 
number of business assessment rates, a nar- 
rowing in the present range of rates and a 
general modernization of the business tax 
legislation. A transitional reform along these 
lines would maintain an adequate business 
tax base during the reassessment period 
and, at the same time, reduce discrimination 
between different kinds of business. 


Distribution of Property Tax Burdens 

The local tax reforms already mentioned 
will work to redistribute property tax burdens 
in Ontario. For example: 


* reassessment will generate major shifts in 
tax burdens among individual properties, 
among classes of property and among 
municipalities; 

* to the extent that exemptions from pro- 
perty tax are narrowed, tax burdens will 
shift from presently taxed to presently 
exempt properties; 

* movement towards a more neutral busi- 
ness tax will redistribute tax burdens 
among businesses, on a more equitable 
basis. 


In addition, a number of the basic reforms 
in other areas will have significant impact 
on property tax burdens. Mine processing 
facilities will begin to bear property taxes. 
The increased provincial grants for educa- 
tion will reduce the tax burden on all pro- 
perties. Regional school boards and regional 
governments will tend to even out property 
tax burdens within their respective bound- 
aries. Finally, any personal income tax 
credits or refunds for property taxes paid 
will tend to reduce the ultimate burden of 
residential property taxes on those families 
and individuals who are least able to pay. 

One remaining element of local taxation 
which affects the weight of tax between 
residential and commercial-industrial pro- 
perties is the split mill rate. In principle, the 
Government favours the abolition of the 
split mill rate, as was recommended by both 
the Smith Committee and the Select Com- 
mittee on Taxation. The Province is not 
contemplating such a change, however, until 
reassessment has been completed and the 
impact on municipal finances can be care- 
fully examined. 

Redistribution of property tax burdens 
could be brought about, of course, by pre- 
scribing new norms for various classes of 
property right from the outset. This is essen- 
tially what the Smith Committee and the 
Select Committee did in setting out new 
ratios of taxable assessment to total as- 
sessment for various classes of property. The 
Government is convinced, however, that such 
a policy would be premature and inap- 
propriate. Given the chaotic and discrimina- 
tory state of assessment in this province, 
there can be no reasonable degree of cer- 
tainty that any desired distribution among 
property classes would in fact work out in 
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practice. Moreover, the effects in individual 
municipalities of applying prescribed ratios 
of taxable assessment to total assessment 
may be substantially different from the effects 
for the province as a whole. The Province 
intends to push on with assessment reform, 
therefore, before attempting to establish any 
final distribution of tax burdens. 

Within the overall field of property taxa- 
tion there are some classes of property 
which merit special tax treatment. Transpor- 
tation and communication properties, for 
example, must be considered separately from 
properties in general. The tax treatment of 
these special properties is still under review 
by the Province. Farm properties also require 
special treatment. Generally, the Government 
believes that the property tax on working 
farms should be considerably lower than 
on non-farm properties, because of the 
limited ability of working farms to pay taxes 
out of current income. Therefore, if property 
taxes on working farms show any significant 
increase when reassessment is introduced, 
the Province will consider interim measures 
to hold the line on farm tax burdens. This 
does not imply that the Government favours 
continuous tax concessions to all farms, 
including farms which are held and sold for 
land speculation. It simply reflects the 
Government’s view that a capital gains tax 
is a better means of deriving the appropriate 
taxation from such farms rather than penaliz- 
ing working farms with impossible property 
tax burdens. 


REFORM OF LOCAL GOVERNMENT 

STRUCTURE 

Ontario has embarked on a long-run pro- 

gram to reorganize and reform its local 

government structure. This reform program 
seeks to achieve five major objectives: 

* a strengthened and modernized system of 
local government; 

* greater efficiency in the planning, adminis- 
tration and provision of local services; 

* reduction of disparities among local gov- 
ernments in the level of services and taxa- 
tion; 

* return of powers to local governments 
from special-purpose boards and commis- 
sions; 

* decentralization and regionalization of 
provincial programs wherever feasible. 
The Province is working to realize these 

objectives by means of three interrelated and 

complementary policies: the creation of 


larger school board units, the consolidation 
of existing local municipalities, and the 
establishment of a comprehensive system of 
regional governments. 

The school board policy has already been 
legislated and implemented. As the new 
county boards of education become fully 
operational, some very positive results should 
begin to emerge. Education services in poorer 
and more remote areas will be upgraded; 
the property tax burden of school financing 
will tend to equalize within counties; and 
there will be a gradual improvement in the 
planning and provision of elementary and 
secondary education across the province as 
a whole. 

The Province is also pursuing an active 
policy of municipal consolidation in order 
to reduce the total number of municipalities. 
A large number of local municipalities in 
Ontario are far too small to be viable units, 
either on their own, or within the lower tier 
of a regional system. Therefore, the Gov- 
ernment is working towards a target of 
larger municipalities. This policy in itseif 
will reduce tax imbalances and improve the 
efficiency of local governments. Normally, 
municipal consolidation will occur among 
lower-tier municipalities at the time of the 
establishment of a regional government. In 
areas where regional governments are not 
imminently planned, however, municipal 
consolidation will be encouraged on its own 
merits. 


Regional Government 

The key element in the structural reform 

program is the establishment of a system 

of regional governments. These new units 
will be urban-based in character, to enable 
local government to cope more effectively 
with the problems and needs of Ontario’s 
increasingly urban and urbanizing society 
and to provide a broader range of benefits to 
our rural areas. The new regional units will 
also operate on a much broader scale, there- 
by providing the strength and cohesion which 
is lacking in the present municipal structure. 

This strength of the new regional units has 

three dimensions: 

* a geographic area large enough for proper 
physical and economic planning; 

* a population large enough to achieve 
economies of scale in the provision of 
public services; 

* a financial base adequate and diversified 
enough to support a reasonable level and 
range of services. 


As regional governments are established, 
the Province expects to see major progress 
towards its structural reform objectives. 
Powers presently in the hands of special-pur- 
pose bodies can be turned over to the new 
regional governments or to constituent local 
municipalities. The overall efficiency of local 
government should improve. Intermunicipal 
fiscal disparities, both in terms of the level 
of services and of taxation, should tend to 
even out. This equalization will occur be- 
cause each regional government will provide 
a standard level of required services within 
its boundaries and will draw upon the tax 
base of the region as a whole for its financ- 
ing. 

The regional government policy will com- 
plement and support Ontario’s other reform 
programs. Creation of regional governments 
and reduction in the number of municipali- 
ties, for example, will facilitate the develop- 
ment of a rationalized system of provincial 
aid to local government. Reform of local 
taxation and the regional government pro- 
gram will be mutually reinforcing; province- 
wide reassessment will ensure that regional 
governments are developed from a sound 
fiscal footing, while the improved assessment 
balance achieved through regionalization will 
allow a more equitable distribution of tax 
burdens among classes of property. In ad- 
dition, the Province intends to work towards 
common boundaries for school boards and 
regional governments. 

Regional government will also assume 
growing significance for the achievement of 
Ontario’s regional economic development 
policies. The Department of Treasury and 
Economics and the Department of Municipal 
Affairs are working closely together to ensure 
that the two programs are coordinated, com- 
plementary, and mutually supporting. The 
broad provincial plans for orderly growth 
and development in all regions of the pro- 
vince will provide an umbrella for the land 
use and environmental planning responsibili- 
ties of regional governments. Regional gov- 
ernment boundaries will be used as basic 
“building blocks” in drawing up more uni- 
form administrative boundaries for provincial 
departments, which is one of the objectives 
of Ontario’s “Design for Development”. 
Both the regional government and regional 
development programs are based, essentially, 
on the concept of urban growth points. The 
concentration of provincial expenditures at 
these growth points as a means of encourag- 


‘ing economic growth and development in 
each region will result in an expansion of 
the local tax base of these growth centres. 
Regional governments will perform the key 
role of distributing these fiscal dividends 
throughout the region as a whole, thereby 
benefiting the rural areas as well as the 
urban centres. In addition, inter-regional 
equalization will occur through the discre- 
tionary regional allocation of the Province’s 
budgetary expenditures and the program 
activities of provincial departments and 
agencies, under the regional development 
program. 

This Government intends to implement 
the regional government program on a staged 
basis, giving priority to those areas of the 
province where the need for regional govern- 
ment is most immediate. The first full-fledged 
regional government came into existence in 
Ottawa-Carleton on January 1, 1969. The 
second regional government will be estab- 
lished in Lincoln-Welland, effective January 


1, 1970. Other areas where attention is being 


concentrated are: Halton-Peel; East and 
North of Metro Toronto; Kitchener-Water- 
loo; Hamilton; Sudbury; and Muskoka. The 
timing schedule for Ontario’s regional devel- 
opment program calls for definition of the 
growth points in all ten economic regions by 


the end of 1969 and the formulation of 


economic development plans throughout 


1969 and 1970. 


SUMMARY AND CONCLUSION 

The four reform programs set out in this 
paper constitute a complete restructuring of 
provincial and municipal finance in Ontario. 
The various reform policies are interdepen- 
dent and complementary; they must be re- 
garded as parts of a total plan, a total “Fiscal 
Framework for the Future”. The changes 
involved in moving towards Ontario’s long- 
term objectives will be far-reaching and 
pervasive. The Province intends to imple- 
ment its reforms, therefore, in measured and 
coordinated steps, all the while retaining 
maximum flexibility to consider alternative 
methods and means. 

The Province is convinced that major 
benefits and improvements will result from 
its package of fiscal and structural reforms. 
Provincial and municipal taxation will be- 
come more equitable, more efficient and 
more capable of producing the revenues 
Ontario will need for development and 
expansion of essential public services in the 
years ahead. A major burden of financing 
will be lifted from the slow-growing and op- 
pressive property tax. The strengthening and 
modernization of local governments will 
enable them to meet their present problems 
and to cope more effectively with the emerg- 
ing needs of Ontario’s urban society. Finally, 
existing disparities in levels of public services 
and taxation across the province should 
gradually be levelled out. 


This article represents the framework of 
Ontario’s reform program. A large number 
of less prominent recommendations in the 
reports of the Smith and Select Committees 
have yet to be fully considered before all the 
details of the reform program can be com- 
pleted. These recommendations will con- 
tinue to be reviewed by the Taxation and 
Fiscal Policy Branch of the Department of 
Treasury and Economics for possible imple- 
mentation. 

It must be recognized that this reform 
program will not be costless or painless. As 
the 1969 budget has pointed out, the first 
step in the program of fiscal reform must 
be to contain the growth in public expendi- 
tures. But even with continuing restraint, 
total taxation in Ontario must inevitably in- 
crease in the years ahead, unless the fiscal 
mismatch between the federal and the pro- 
vincial-municipal sectors is corrected. Re- 
distribution of tax burdens also means 
additional taxes on some individuals, some 
properties and some businesses. The Pro- 
vince is convinced, however, that the social 
and economic costs of maintaining our 
present system, with all its inequities and 
defects, would be higher still. Ontario must 
proceed with fundamental reforms, both 
because of the intrinsic merits of such re- 
forms themselves, and to provide the basis 
for constructive and rational development of 
public finance in this province. 
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Economic Indicators i 


Seasonally Adjusted 


1968 1969 
Mar. April May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. = April 


Leading Indicators 
Average Weekly Hours Worked in 


Manufacturing Number 39.6 40.6 40.7 40.3 40.3 40.2 40.6 40.6 40.7 40.1 40.5 
New Orders in Manufacturing Industries‘ $ Million 3,191 3,276 3,360 3,349 3,377 3,420 3,601 3,581 3,577 3,430 3,518 3,693 3,542 
Business, Industrial and Engineering 

Construction Contracts $ Million 104:6° 1071 123.4" 129.3: 97.7 101.8 107.8 154.4 125.0 155.0 111.9 
Urban Housing Starts (Annual Rate) Number 79,400 69,200 63,200 60,800 61,900 63,900 48,900 73,400 83,500 98,200 80,800 109,700 102,400 79,900 
Money Supply* $ Million 24,682 24,972 24,987 25,400 25,846 26,314 26,702 26,827 27,226 27,464 27,580 27,954 28,209 
TS.E. Industrial Index" 1956 = 100 146.88 160.43 157.87 166.61 165.93 169.02 176.37 179.61 187.29 188.93 192.47 185.20 190.58 195.31 
Business Failures® Number 87 52 50 46 49 28 36 46 48 34 57 59 55 58 
Business Failures — Liabilities" $ Million 5.6 6.4 2.8 6.6 2.9 13 iS 2.1 2.5 1,2 2.9 a2 22) 3.2 


Coincidental and Lagging Indicators 


Gross National Product* (Annual Rate) $ Million 65,168 66,328 67,824 70,152 
Average Hourly Earnings in Manufacturing Dollars 2.60 2.67 2.68 2.67 PID 2.76 2.78 2.78 279° °2:81 2.84 
3-Month Treasury Bill Rates Per Cent 6.98 6.99 6.95 6.56 6.03 5.48 5.66 5.57 5.66 6.24 6.38 6.43 6.58 
Cheques Cashed in Clearing Centres! $ Million 5,313 5,031 5,448 5,199 5,381 6,034 5,065 5,821 5,907 5,885 5,698 5,458 
Retail Trade $ Million 780 785 7719 804 840 835 850 851 862 853 879 886 862 
Labour Force 000’s 2,869 2,890 2,918 2,962 2,948 2,937 2,959 3,002 3,026 2,977 3,010 3,037 3,019 3,038 
Employed 000's 2.760 2,796 2,796 2,844 2,825 2,837 2,858 2,890 2,923 2,879 2,928 2,947 2,940 2,948 
Unemployed 000’s 109 94 122 118 123 100 101 112 103 98 82 90 79 90 
Unemployed as % of Labour Force Per Cent 3.8 333, 4.2 4.0 4.2 3.4 3.4 37 3.4 Bea PAG | 3.0 2.6 3.0 
Wages and Salaries $ Million 1,107 1,130 1,141 1,141 1,142 1,157 1,186 1,198 1,223 1,224 1,236 
Index of Industrial Employment 1961 = 100 125.5 126.0 125.8 124.0 124.1 125.4 126.7 127.8 128.6 129.3 130.5 130.8 131.1 
Index of Industrial Production‘ 1961 = 100 154.9 1568 158.4 160.1 159.5 159.3 161.6 163.7 165.7 166.0 165.3 167.1 169.7 
Total Manufacturing® 154.0 156.4 158.1 159.7. 157.8 158.0 161.3 163.7 165.9 165.7 163.5 166.3 169.8 
Non-Durables* 145.7 143.5 142.8 146.1 142.1 139.8 142.8 144.6 148.0 149.8 147.6 150.7 152.6 
Durables* 164.2 172.2 176.8 176.2 177.0 180.2 183.9 187.0 187.8 185.0 183.0 185.5 190.7 
Mining® 152.4 153.3 153.1 154.6 156.1 154.3 152.9 154.0 155.1 1544 160.2 160.0 159.5 
Electric Power and Gas Utilities® 166.6 165.7 169.1 172.1 179.9 179.0 177.5 178.5 179.7 186.7 189.5 184.3 184.7 
Primary Energy Demand (Annual Rate) BKWH 54.01 53.94 53.81 53.83 55.92 55.69 54.83 57.09 57.89 59.81 59.83 58.45 
Exports (including re-exports)* $ Million 1,125.7 1,165.3 1,097.2 1,115.9 1,063.5 1,103.5 1,115.0 1,176.4 1,203.2 1,201.8 1,214.9 1,299.8 1,276.1 1,170.0 
Imports® $ Million 970.9 1,026.6 992.2 962.7 927.3 963.0 1,092.1 1,127.2 1,084.3 1,106.0 1,105.6 1,163.3 1,226.2 1,172.8 


. Unclassified Indicators 


Foreign Exchange Reserves*" U.S. $ Million 2,244 2,416 2,695 2,574 2,515 2,590 2,534 2,525 2,672 2,827 2,864 2,820 2,779 
Industrial Materials Price Index" 1935-39 —100 253.0 251.2 252.0 253.0 253.4 254.2 253.4 256.8 257.1 258.9 261.4 263.5 264.1 269.6 
Consumer Price Index" 1961 = 100° 118.6 119.3 119.3 119.7 120.4 120.7 121.1 121.4 121.9 122.3 1226 1226 123.2 124.6 


Statistics for Canada. 
“Not seasonally adjusted. 
1Ontario less Toronto. 
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About the Review 

In conjunction with the tenth anniversary of 
the St. Lawrence Seaway system the 

feature article for the July/August edition 
of the Ontario Economic Review 

presents an assessment of the importance 

of the Seaway to the Province of Ontario. 

Construction of the integrated Seaway 
was started in August 1954 and officially 
opened in June 1959 providing a 2,300-mile 
river, lake, lock and canal complex — one 
of the world’s longest navigable inland 
waterways. Since then, much controversy 
has been raised concerning the actual 
importance of the Seaway as a transportation 
route for the abundant natural resources 
and agricultural produce of the surrounding 
areas as well as its suitability for navigation 
by ocean-going vessels. 

The survey, carried out from the point 
of view of the Province of Ontario 
provides an analysis of the magnitude of the 
benefits to each port located within the 
province in terms of the origin or 
destination of commodities shipped or 
received from each port, the effect of the 
Seaway on the pattern of cargo movements 
and estimated changes in the level of 
investment in each port since the opening 
of the St. Lawrence Seaway. 

This article, an extract from the longer 
study, was prepared by Mr. K. W. Foley, 
Economist, with the Economic Planning 
Branch, Policy Planning Division of the 
Department of Treasury and Economics. 
The author acknowledges with appreciation 
the assistance of Miss Carol Nickel, also 
of the Economic Planning Branch, in the 
preparation of this study. 


Indicator Charts, Pages 13-15 

Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, ‘some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 13-15 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


13 


EE EE ee eee 


The Ontario Economy 


Recent data released by the Dominion 
Bureau of Statistics indicate the possibility 
of a slowdown in the vigorous advance of the 
Canadian economy. The evidence is far from 
conclusive and rests as yet on the results of 
‘one or two months. However, although infla- 
‘tionary price and wage increases continue to 
threaten, a trend toward a moderating growth 
rate in the second half of 1969 seems quite 
probable. While further confirmation is re- 
‘quired, the economy does seem to be coming 
‘under the influence of the Bank of Canada 
and federal government policies of restraint. 
Such an alteration would bring Canadian 
performance more in line with the reduced 
rate of expansion in the United States. 
Evidence for this development can be 
found in preliminary estimates of exports for 
‘the first half of 1969. While totalling $7.3 bil- 
lion, up 12.0 per cent from the comparable 
1968 period, the year-to-year gain for exports 
‘has dropped from 15.2 per cent in the first 
quarter to 9.6 per cent in the second quarter. 
‘In the first half, the whole of the increase in 
shipments continued to occur in sales to the 
‘United States with about one half of the gain 
reflecting higher shipments of motor vehicles 
and parts. However, much of the expected 
gain in auto exports for 1969 has taken place 
and the U.S. dock strike earlier this year, 
which encouraged imports from Canada, has 
been settled. Moreover, the U.S. housing in- 
dustry has weakened after stimulating a 
sharp rise in both the volume and price of 
lumber purchases from Canada earlier in the 
year. 
| With U.S. real growth slackening and the 
export market for Canada’s wheat weakening 
there is little reason to look for a significant 
‘upsurge in Canadian exports in the second 
half of 1969. 
| In other areas, the sharp drop of 2.0 per 
cent in the seasonally adjusted April index of 
‘industrial production is considered to be a 
further indication of moderating growth 
especially when followed by the marginal 
‘decline in May. Manufacturing shipments in 
‘April were down 3.1 per cent following a 
marginal drop in March, however, this situa- 
‘tion was influenced to some degree by labour 
‘unrest and material shortages. 
' Additional support for a weakening trend 
| is evident in recent unemployment figures. At 
‘the national level, unemployment which 
averaged 4.8 per cent of the labour force in 
| 1968 fell to 4.3 per cent in the first quarter 
of this year. Since then, it has increased to 4.4 
per cent in April and 4.9 per cent in May. 


This rapid increase in unemployment is par- 
tially the result of a faster-than-usual expan- 
sion of the labour force, even at this time of 
year. 

In Ontario unemployment averaged 3.6 
per cent of the labour force during 1968 and 
dropped to an average of 2.7 per cent in the 
first quarter of this year. Since then it has 
followed the national lead rising to 3.0 per 
cent in April and 3.7 per cent in May. As at 
the national level this increase is partially 
attributable to a larger-than-average influx 
into the labour force. 


Construction 

Ontario’s construction activity in May ex- 
pressed in terms of contracts awarded (not 
seasonally adjusted), as recorded by Southam 
Building Guide, increased by 18.0 per cent 
over the corresponding month in 1968. In 
May the total value of contract awards was 
$301.0 million compared with $255.2 million 
in the same month last year. The May 1969 
total while remaining high shows a slight 
decrease from the total for April possibly 
reflecting the anticipated easing of corporate 
profits after the strong first quarter, together 
with tight money and a slowing in the growth 
of final demand. As a result some postpone- 
ment of capital investment may be taking 
place as is happening in the United States. 


Reflecting the strength of the first quarter 
the total value of construction awards in 
Ontario for the first five months is 29.0 per 
cent above the corresponding value for 1968. 
In the other major economic regions of 
Canada, British Columbia, the Maritimes 
and Quebec recorded gains of 29.0 per cent, 
17.0 per cent and 9.0 per cent respectively, 
while contract awards decreased by five per 
cent in the first five months in the Prairie 
Provinces. 

At the national level data for the month of 
May indicate a continuation of the overall 
upward trend that was established early in 
the year. Percentage changes for the various 
categories, when comparing May 1968 and 
May 1969 data are: residential, up 11.0 per 
cent; commercial/institutional, up 8.0 per 
cent; industrial, down 8.0 per cent with total 
building construction up 7.0 per cent and 
engineering contract awards up 8.0 per cent. 
Comparison of cumulative five-month totals 
for 1968 and 1969 shows residential, up 
16.0 per cent; commercial/institutional, up 
28.0 per cent; industrial, up 1.0 per cent; 
total building construction up 20.0 per cent 
and engineering awards up 18.0 per cent. 

Large construction awards in Ontario for 
the month of May, each valued at $1.0 mil- 
lion or more, totalled $72.2 million. Some are 
listed below. 


Large Construction Awards Placed Recently in Ontario 


Location $ Million 
Chelmsford Des) 
Goulbourne Twp. 1.0 
Guelph 1.0 
Hamilton 1.9 
Hanmer Twp. 3.3 
Kingston 12.0 
Kitchener 7 
London 26.6 
London Lod 
March Twp. a.3 
Metro Toronto 125 
Millhaven Bell 
Nepean Twp. 1.4 
Ottawa 3.0 
Stoney Creek Well 
Vanier 15.0 
Various locations 20.0 
Windsor 4.2 


Description 


Apartments 

Swimming Pool 

Water Reservoir 

Incinerator Alterations 
School 

College Additions 

Hotel 

College Expansion 

Schools 

Schools 

School and College Extensions 
Heating Plant 

Housing 

Office Buildings 

Apartments 

Apartments 

Provincial Highway Projects 
Apartments 


Source: Southam Building Guide. 


The Ontario Economy 


In terms of actual housing construction, 
the number of dwelling unit starts in Ontario 
centres of 10,000 population and over was 
6,399 in May, 25.0 per cent less than in the 
corresponding month of the previous year 
but 18.0 per cent above the April 1969 level 
of 5,443. The cumulative total for the first 
five months of 1969 was 25,429, 13.0 per 
cent higher than the same period last year. 
May starts in Toronto at 3,162 were down 
27.0 per cent from May 1968 but up 41.0 
per cent in comparison to the preceding 
month. This brought the cumulative five- 
month total for Toronto to 12,199, a de- 
crease of 0.3 per cent from the correspond- 
ing level in 1968. In addition, the proportion 
of Ontario’s urban starts accounted for by 
Toronto declined from 54.0 per cent in the 
first five months of 1968 to 48.0 per cent in 
the corresponding period of the current year. 
Across the province, in percentage terms, 
major centres with large increases in May 
included Cornwall, Sudbury, Oshawa, Kings- 
ton, Windsor and Fort William/Port Arthur. 
The largest percentage decreases occurred in 


‘Peterborough, Lindsay and Georgetown. 


For the year to date house-building has 
been one of the most buoyant sectors of the 
economy, however, year-to-year advances 
have tended to be moderate. In the past two 
months conditions in the residential mort- 
gage market have deteriorated with the 
further rise in interest rate costs and a con- 
traction in the supply of available funds. As 
a result there is some speculation that starts 
in the second half of 1969 may be down from 
the first half and less than those in the 
second half of 1968. 

Dwelling unit completions in Ontario 
centres of 10,000 population and over num- 
bered 6,838 in May, up by 15.2 per cent 
from 5,937 in April. When compared to May 
1968 this represents an increase of almost 
200 per cent. Toronto with 5,482 units 
accounted for 83.0 per cent of the total with 
the greatest concentrations in North York, 
Toronto City, Mississauga and Scarborough. 
At May 3lst, there were 54,492 dwelling 
units under construction in Ontario, 16.2 
per cent more than the 46,914 units under 
construction one year earlier. 


Gross National Product 
The rapid pace of economic activity con- 


tinued in the first quarter of 1969 as the 
Gross National Product increased by 2.5 
per cent to reach a level of $71.9 billion, 
seasonally adjusted at annual rates. Accord- 
ing to recently published DBS figures the 
advance in terms of constant 1957 dollars 
was approximately 1.5 per cent, allowing for 
a price increase of one per cent, slightly 
higher than in the fourth quarter of 1968. 
This buoyant performance in the first quarter 
was generally anticipated and reflects the 
brisk pace set by the economy in the second 
half of 1968. 

Intensified demand pressures in most sec- 
tors, partially met from substantially higher 
imports, characterized the first quarter. In 
comparison to the fourth quarter of 1968 
larger advances occurred in personal expen- 
diture, business gross fixed capital formation 
and exports, together with increased invest- 
ment in business non-farm inventories. In 
contrast, government purchases of goods and 
services rose only slightly while accumula- 
tion of farm inventories declined sharply, 
partially as a result of much higher wheat 
exports. 

Personal expenditure on consumer goods 
and services rose substantially to a level of 
$43.5 billion, seasonally adjusted at annual 
rates. This represents an increase of three 
per cent from the fourth quarter of 1968. All 
major categories with the exception of auto- 
mobiles and tobacco recorded gains as the 
advance in consumer outlays outpaced a one- 
per-cent increase in disposable income re- 
sulting in a sharp decline in personal saving. 
Gross fixed capital formation increased by 
3.5 per cent largely as a result of an expan- 
sion in new residential construction as hous- 
ing starts in the first quarter of 1969 rose 
37.5 per cent over starts in the corresponding 
quarter of 1968. Outlays for plant and equip- 
ment advanced at the same moderate rate as 
in the fourth quarter of 1968 with a five-per 
cent gain in the machinery and equipment 
component outweighing a drop of three per 
cent in non-residential construction. 

Government purchases of goods and ser- 
vices advanced by one per cent, the smallest 
increase in six quarters as the government 
sector as a whole exercised a restraining in- 
fluence on the economy. With total revenue 
of all governments combined (including the 


Canada and Quebec Pension Plans) rising — 


more sharply than expenditures, the govern- 
ment surplus, seasonally adjusted at annual 
rates and on a National Accounts basis, 
increased from $1,376 million in the fourth 
quarter of 1968 to $2,188 million in the first 
quarter of this year, the largest in recent 


years. At the federal level, revenues rose by | 


about 3.5 per cent while expenditures in- 
creased by almost two per cent. As a result 
the federal surplus moved from a rate of $248 


million in the fourth quarter to a rate of | 


$452 million in the first quarter. Provincial- 
municipal revenues rose by 4.5 per cent and 
expenditures were virtually unchanged so 
that the provincial-municipal surplus in- 
creased from a rate of $84 million to a rate 
of $692 million. 


Reflecting the strength of demand by both _ 


Canadians and non-residents, exports and 


imports registered their largest increases — 


since the first quarter of 1968. Merchandise 


exports advanced 5.5 per cent, led by large | 
gains in wheat, wood pulp, newsprint, and a | 


number of metals. Merchandise imports rose 
more rapidly at a rate of 7.5 per cent, with 
sizable advances in non-farm machinery in 
line with the larger domestic investment pro- 
gram. 


More recent data on Canadian Trade in- | 


dicate that imports continue to grow more 
rapidly than exports. Preliminary figures for 
June record imports at $1,266.5 million, 
28.7 per cent higher than the corresponding 
figure in June 1968. In the first six months 
imports totalled $7,081.3 million, up 17.8 
per cent over the first six months of 1968. 
Exports too have increased, however, with 
the exception of February the monthly year- 
to-year growth rate of imports has exceeded 
that of exports. June exports at $1,287.7 
million were 14.8 per cent higher than for 
June 1968. For the six-month period exports 


totalled $7,283.0 million, or 11.8 per cent — 


above the six-month total for 1968. The 
resulting cumulative trade balance of $201.7 
million is less than one half of that recorded 
in the first six months of 1968. 

Among components of income in the first 
quarter, labour income advanced by three 
per cent with both goods-producing and 


service-producing sectors having the same | 


rate of increase. 
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NTRODUCTION 

he St. Lawrence Seaway has often been 
raised, applauded, and at the same time, 
‘ared as a force capable of changing the 
>onomic fabric of central and eastern North 
merica. Much has been said about the im- 
ortance of the Seaway as a transportation 
yute and indeed, these facilities have pro- 
ided benefits to the areas lying adjacent to 
. The question, of course, arises as to the 
lagnitude of these benefits and the location 
[ the major beneficiaries. Ontario, despite 
s location, has not participated substantially 
| the benefits arising from this waterway 
id it is evident after 10 years of opera- 
on that the potential benefits to Ontario 
‘e still greater than the accomplished facts. 
The Great Lakes and the ‘St. Lawrence 
iver form the southern boundary of the 
rovince of Ontario and the northern 
sundary of the States of New York, Ohio, 
lichigan and Wisconsin and as such it is to 
> expected that this natural and artificial 
aterway will capture large trade flows. The 
, Lawrence Seaway does handle large 
irgo movements and is a very important 
sset for specific trade movements such as 
on ore, coal, petroleum and grain products. 
1 1968 the Seaway canals moved, upbound 
id downbound, 66 million tons of cargo. 
In order to assess Ontario’s position we 
ave recently undertaken a survey of all 
intario Great Lakes ports in an attempt to 
cate these beneficiaries and determine the 
ze of the benefits. This survey was carried 
it solely from the point of view of Ontario 
ad assesses direct benefits only. Each port 
ithin the Province of Ontario, located on 
ither the St. Lawrence River or the Great 
akes, was examined to determine: 


' the commodities shipped and received from 
each port 


‘ the origin or destination of the commodi- 
_ ties handled, thereby examining the Great 
_ Lakes trade routes and their effect on 
Ontario ports 


the change in cargo movements since the 
opening of the St. Lawrence Seaway in 
| #959 


' the approximate changes in the level of in- 
| vestment in each port and how these 
_ changes relate to the St. Lawrence system. 


rom this material some assessment could be 
iade of the importance of the St. Lawrence 
away system to Ontario. The data used in 
lis report was largely provided by the 
‘ominion Bureau of Statistics from their 


annual Shipping Report. The year 1967 
was used for the international movements 
and the year 1966 was used for the coastwise 
movements. (This was necessary due to the 
non-availability of 1967 coastwise traffic 
data, and while this presents some problems 
and probable inaccuracies, the changes 


from year to year should produce only mar- 


ginal errors. It is our opinion that this factor 
does not greatly affect the conclusions.) 

The St. Lawrence Seaway system as de- 
fined in this survey includes all of the canals 
on the St. Lawrence River and the Welland 
Ship Canal; it does not include the locks at 
Sault Ste. Marie. This definition was used 
for the following reasons: 


1) there are no tolls applied to the locks 
at Sault Ste. Marie; 


2) with the opening of the Sault Ste. Marie 
“Poe locks”, which are owned and oper- 
ated by the U.S. government and are 
independent of other Seaway facilities, 
there exists a distinct difference in opera- 
tion, character, ownership and economic 
significance of these facilities from other 
Great Lakes and St. Lawrence facilities. 


The above definition of the St. Lawrence 
Seaway system classifies any traffic both 
originating and terminating at ports above 
the Welland Canal as “intra-lake traffic” and 
therefore not utilizing the St. Lawrence Sea- 
way facilities. 


The St. Lawrence Seaway system traffic 
and water-borne transportation in general is 
characterized by a large unit load and sub- 
stantial economies of scale. The inland trade 
routes are particularly specialized as the 
vessels in major trades are both adapted to 
the commodity handled and the route travel- 
led. The dimension of the Seaway facilities 
and the loading characteristics of the major 
trades have created a class of vessel that is 
particularly suitable to the Great Lakes 
traffic. 

The characteristics that appear to make a 
commodity trade attractive to inland water- 
borne movement are: 


¢ Length of haul: In the following table we 
can see the comparison between the length 
of hauls for the major cargoes on both 
domestic and international traffic. Almost 
all of the major commodities have a length 
of haul over 500 miles, coal and fuel oil 
being the main exception. 

Water transportation has an extremely 
low ton-mile cost for the line haul portion 
of a voyage in comparison with that of 
overland modes. The large unit loads 
spread over relatively low operating costs 
per mile serve to bring about this result. 
This means that terminal costs become 
an important factor in efficient ship opera- 
tion. The greater the percentage of time 
that a ship spends in port, the higher the 
ton-mile costs. 


Length of Haul for Major Commodities Transported on the Great Lakes, 1965 


Canadian Coastwise Trade 


International Seaborne 


Weighted Weighted 
Avg. Length Avg.Length Avg. Length Avg. Length 
of Haul! of Haul? of Haul! of Haul? 
Product miles miles miles miles 
Grain Products 
(Wheat) YP SALDS 1,092.63 1,210.83 E2032 18 
Other Grain 
Products 792.68 1,039.93 958.57 1,286.53 
Wood Products 462.14 330.89 856.82 703.51 
Iron Ore 561.21 559.65 798.34 931.89 
Coal 598.80 1,079.57 265.19 PANS ILS) 
Gypsum 1,032.50 918.18 — — 
Newsprint 605.40 604.26 1,058.79 1,006.76 
Fuel Oil 290.44 294.00 _ — 


1 distance between origin and destination (average). 
2average length of haul weighted by tons carried. 


Notes: These figures represent only those cargoes where Canadian ship operators can compete for 
the traffic. They do not include American domestic movements. 


| 
| 
| 
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A vessel will incur basically the same 
costs while in port as when underway; 
some increases in fuel costs will occur 
when underway but these are probably 
offset by terminal charges and terminal 
services when in port. The vessel does not 
earn revenue while in port and, therefore, 
these costs become overhead costs which 
must share the revenue earned while 
underway. The longer a vessel spends in 
port the higher will be the ton-mile cost 
and the more competitive the overland 
modes of transport will be. The long 
length of haul reduces the port time as 
a percentage of the total time in opera- 
tion and increases the utilization of the 
revenue-earning capacity of the vessel. 


Homogeneous products: In almost all cases 
major cargoes are made up of a homo- 
geneous product, that is, one particular 
unit of the product is not much different 
than any other. This eliminates any sorting 
or classifying of these products. This is 
not the case with general cargo, as a par- 
ticular shipment must go to a particular 
consignee, and must be identifiable from 
all other shipments. The fact that the 
major commodities are homogeneous pro- 
ducts reduces the terminal handling costs 
and allows the use of automatic unloading 
services. This fact is particularly important 
as pointed out above. 


High density of movement: The major 
cargoes and the major trade routes are 
considered high-density traffic, with large 
volumes moving between relatively few 
points. This is the case in all but a few 
of the major cargoes. The exceptions to 
this would be the wood products and pe- 
troleum products as these latter commodi- 
ties involve a distribution or feeder type 
of operation. These high-density move- 
ments allow larger ships to operate effici- 
ently as the larger the ship’s capacity the 
greater the number of revenue tons on 
which to spread the fixed terminal and 
overhead costs. This results in lower ton- 
mile costs and a further competitive ad- 
vantage over land-based modes. However, 
unless there is sufficient density of traffic 
these large ships could not obtain a high 
load factor. (The percentage of total ship 
capacity that the current load occupies. ) 
Because of the high fixed costs and the 
relatively low out-of-pocket operating cost 
each additional unit of capacity utilized 
contributes heavily to overhead and pro- 


fits. Thus high density of traffic is 
necessary to maintain the low ton-mile 
costs that keep the shipping lanes com- 
petitive. 

Having examined some of the charac- 
teristics of Great Lakes ports’ cargo 
it is interesting to note that most of 
the cargo is loaded and unloaded from a 
very few ports. There are basically three 
major ports within the province and per- 
haps three subsidiary ports. This fact is 
illustrated in the following table: 


* Coastwise unloading: If the unloadings 


of 1,551,847 tons at Clarkson and the 
1,129,028 tons at Port Credit are added 
to the unloadings of the above ports then 
these ports represent 65 per cent of total 
unloadings; 


International loadings: If the loadings of 
iron ore at Depot Harbour, Picton, Little 
Current and the dolomite loadings at Port 
Colborne are added to the above ports 
then these ports represent 91 per cent of 
total international loadings; | 


Water-Borne Traffic Handled in Ontario 


Coastwise Trade International Trade 


Loaded Unloaded Loaded Unloaded | 
Port 000’s Tons 000’s Tons | 
Port Arthur 14,493.0 1,164.6 3,846.0 368.9 
Hamilton $03.7 2,703.4 3057, 6,549.2 
Toronto 276.6 1,935.4 255.9 3,395.4 
Sarnia PPM ke} 498.8 207.3 1,083.1 
Sault Ste. Marie 239.2 960.9 209.5 2,918.9 | 
Windsor 558.1 549.0 586.7 1,259.6 

i. } 
Total of Major Ports 18,444.9 Vite ORD: 4112 IS;3 7563 
Total Ontario Ports 2252.03 16,089.9 9,470.2 


21,590.4 : 


* International unloadings: If the coal un-' 
loadings at Port Credit are added to the 
international unloadings at the above six. 
ports then these ports represent 85 pet 


The six ports indicated above represent a 
major portion of the total water-borne traffic 
handled in Ontario. The following percentage 
applies to each trade route: 


Cargo Volume of Top Six Ports as a Percentage of Total 


Coastwise Trade International Trade | 


Loaded Unloaded Loaded Unloaded 
Top Six Ports 18,444,976 T2812, 162 5,411,195 15,575;283 
Total Ontario Ports DESO O2 16,089,919 9,470,237 21,590,333 
Top Six as Per Cent of Total 81.9 48.6 Dal Land 


In each of the above trade routes, if one or 
more port is added to the “top six” ports 
then the percentage of total will increase 
dramatically. For example: 


cent of the total international unloadings.. 


In addition to handling the majority of the 
cargoes on the Great Lakes these same six 
ports handle much of the intra-lake traf- 
fic. The ports of Toronto, Hamilton and Port, 
Arthur, because of their geographic position 
and the type of cargo handled, reap major 
benefits from the Seaway and the percentage 


* Coastwise loading: If the limestone move- 
ment from the Port of Cobourg is added 
to the coastwise loadings then these ports 
represent 87 per cent of total loadings; 


f intra-lake traffic from these ports is rather 
mall. The same is not true of the ports of 
arnia, Sault Ste. Marie and Windsor, as the 
ntra-lake percentage of traffic from these 
orts is extremely high. 

The majority of the smaller ports in On- 
ario are in the same classification as these 
atter harbours. They handle large amounts 
f intra-lake traffic, usually for a very few 
pecialized industries. 
foronto — intra-lake as a per cent of total 


lomestic cargoes 22.4; intra-lake as a per 
ent of total international cargoes 3.8. 


ort Arthur/Fort William — intra-lake as a 
rer cent of total domestic cargoes 27; intra- 
ake as a per cent of total international 
argoes 78.6. 


arnia — intra-lake as a per cent of total 
lomestic cargoes 76.7; intra-lake as a per 
ent of total international cargoes 90.8. 


iault Ste. Marie — intra-lake as a per cent of 
otal domestic cargoes 88.4; intra-lake as a 
ver cent of total international cargoes 99.4. 


| 


Vindsor — intra-lake as a per cent of total 
lomestic cargoes 52.0; intra-lake as a per 
ent of total international cargoes 96.8. 


SARGO MOVEMENTS ON THE 
3REAT LAKES 


During the 1967 shipping season 
137,045,597 tons of cargo were transported 
yn the Great Lakes. Of this total: 


76,721,288 tons or 56.0 per cent did not 
utilize any of the St. Lawrence Seaway 

~ Canals; 

17,600,454 tons or 12.8 per cent utilized 

| only the Welland Canal; 

36,076,263 tons or 26.3 per cent utilized 

| both the Welland and the St. Lawrence 

River Canals; 

_ 7,771,676 tons or 5.6 per cent utilized 

_ only the St. Lawrence River Canals. 


Thus, the majority of the traffic on the Great 
vakes did not utilize Seaway facilities, and 
only 26 per cent travelled through both the 
Welland and the St. Lawrence River Canals, 
hereby obtaining the maximum benefit from 
he Seaway expansion. Of the cargoes mov- 
ng upbound through both the Welland Canal 
ind the St. Lawrence River Canals 68.5 per 


cent of the total 19 million tons was made up 


of iron ore and related steel-industry prod- 
ucts. These shipments were moving from the 
Sept Iles ore docks to the U.S. Lake Erie 
steel mills. The balance of the upbound traf- 
fic was composed of minor quantities of fuel 
oil, newsprint, miscellaneous cargoes and 
approximately four million tons of general 
cargo moving through the canal system to 
U.S. cities of Chicago, Milwaukee, Detroit, 
etc. 

Of a total 19 million tons of cargo transit- 
ing both sets of canals, 86.4 per cent was 
cargo destined to U.S. ports from other than 
Ontario ports. 

The downbound flow of goods indicates 
somewhat the same pattern; however, in this 
case the predominant cargoes are grain and 
grain products. In 1967, 8.5 million tons 
of wheat and corn moved downbound 
through both the Welland and the St. Law- 
rence River canals. The origins of these 
cargoes were largely Port Arthur and Chica- 
go, the former handling wheat and the latter 
handling corn. In addition, significant vol- 
umes of barley and soya beans were moved 
through both sets of canals. The volume of 
these commodities was approximately two 
million tons. Thus, of a total of 16.1 million 
tons of cargo moving downbound through 
both canal systems, 65.2 per cent was com- 
posed of grain products. 

The major volume of these grain cargoes 


is handled in a very few ports. The grain — 


shipments from Ontario originate almost 
totally in Port Arthur since this port func- 
tions as an interface between the grain grow- 
ing regions on the prairies and the markets 
of the world. The benefits accruing to Ontario 
from the movement of these cargoes lies 
totally in the investment and employment 
created by these terminal operations. 


The Iron Ore Traffic 
As outlined above a large percentage of the 
traffic moving on the St. Lawrence Seaway 
is related to the steel industry. The 1967 
upbound movements through the St. Law- 
rence River canals consisted of approxi- 
mately 16.3 million tons of iron ore. 
Approximately 2.8 million tons were des- 
tined for Hamilton steel mills and the bal- 
ance to Lake Erie U.S. steel mills. The 
source of this iron ore is the Quebec/Lab- 
rador area iron mines. 

The ownership of these mines is set out 
as follows: 


+ The Iron Ore Company of Canada (opera- 
tor of seven mines — annual production 
14 million tons) is owned by: 


a) Hollinger Consolidated Gold Mines 
b) Hanna Mining Co. 

c) The M.A. Hanna Co. 

d) National Steel Corp. 

e) Republic Steel Corp. 

f) Armco Steel Corp. 

g) Youngstown Sheet and Tube Corp. 
h) Wheeling Steel Corp. 

i) Bethlehem Steel Corp. 


This operation is almost totally owned and 
operated by U.S. steel producers and the 
majority of its output is delivered to mills 
in the northeastern states, particularly on 
Lake Erie: 


* The Quebec Cartier Mining Company — 
annual output — 8,000,000 tons. This mine 
is a wholly owned subsidiary of the United 
States Steel Corporation. 


* Wabush Mines Ltd. — annual output ap- 
proximates 6,000,000 tons. This mining 
operation is owned and operated by: 


a) Pickands Mather & Co. 

b) Youngstown Sheet & Tube Co. 
c) Inland Steel Co. 

d) Interlake Steel Corp. 

e) Pittsburgh Steel Corp. 

f) Finsider 

g) Steel Co. of Canada Ltd. 

h) Dominion Foundries & Steel Ltd. 


It is estimated that Canadian ownership 
and participation in this mining activity is 
approximately 38-40 per cent, the balance 
being owned by U.S. steel interests. 

An analysis of both the traffic flows and 
the ownership of the mining operations sug- 
gests that there are substantial benefits from 
the St. Lawrence Seaway accruing to the 
U.S. steel industries and the carriers en- 
gaged in handling this commodity. 

The 1967 volume of iron ore from the 
Quebec/Labrador iron deposits moving to 
Ontario steel centres represents approximate- 
ly one-sixth of the total shipments from these 
deposits. The remaining five-sixths, unlike 
the volume moving to Hamilton, transits 
both canal systems and thus receives maxi- 
mum benefits from this waterway. 

In recent years both the Dominion Found- 
ries and Steel Co. and the Steel Co. of 
Canada have constructed iron ore mining 
and pelletizing operations in Northern On- 
tario. In the case of Dofasco some portion 
of their supply of iron ore pellets does not 
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move via the Seaway at all as these shipments 
now arrive from the Sherman mine at Tema- 
gami via rail unit train. Stelco’s operations 
at Bruce Lake may also avoid utilizing the 
St. Lawrence canal system since the Com- 
pany is currently undertaking a plant con- 
struction program on the northern shore of 
Lake Erie. If this plant were completely sup- 
plied from the Bruce Lake area the need for 
Welland Canal transits would be eliminated. 

While the steel companies have some 
ability to change supply locations this is 
somewhat limited. 

Of particular significance is the fact that 
this iron ore trade is controlled by a relative- 
ly few producers and few purchasers, that is, 
the iron ore cargoes are largely captive pro- 
ducts. The St. Lawrence Seaway Report car- 
ried out by J. Kates and Associates! states, 


“By far the greater part of the North 
American iron ore producing industry is 
owned or controlled by the nine largest 
steel producers in the United States sup- 
plemented by two Canadian producers 
located in Hamilton. The balance is con- 
trolled by four iron ore houses, which 
although they produce ore for sale only, 
are Closely tied to the steel makers. Iron 
ore is therefore largely a ‘captive’ product 
and ownership patterns and policies exert 
considerable influence on development and 
on the ability of various ores to retain 
traditional markets.” 


These steel producers control much of 
the world’s iron ore output and therefore 
any changes in investment policies are likely 
to have a great deal of effect on the tonnage 
of ore moving via the various trade routes. 
In spite of this these mining ventures in the 
Quebec/Labrador and the Mesabi ranges 
represent “huge investments” by these steel 
companies and as such they are likely to be 
ensured of continual operation for some 
time. It is to be expected however that there 
will be fluctuations in the tonnage handled in 
each trade route as the steel companies shift 
their demands among their various holdings. 


The Grain Trade 

Grain originating in the Canadian prairies is 
being shipped to export ports such as 
Montreal, Baie Comeau, Sorel and Trois 
Rivieres. This grain travels the complete 
length of the Seaway, from the Lakehead 
area to the St. Lawrence and Atlantic sea- 


'St. Lawrence Seaway Tolls and Traffic: 
Analyses and Recommendations, J. Kates and 
Associates, Toronto, Ontario, December 1965. 


ports and, therefore, in terms of ton-miles 
produced, is a very significant trade route. 

Canadian grain is marketed by a market- 
ing monopoly under the sponsorship of the 
Federal Government. This marketing body 
is known as the Canadian Wheat Board. Its 
function is to purchase the grain production 
of the Canadian Prairies and to market it in 
such a way that the farmers obtain an opti- 
mum price for their endeavours. The Wheat 
Board prices the grain at the export terminal 
at the delivered prices less the transportation 
costs. By this pricing mechanism the Wheat 
Board can control the flow of grain out of 
various ports, as a change of a few cents in 
the base price of one port over another will 
either attract or divert shipments from or to 
other ports. 

The Wheat Board has had a large effect on 
decreasing the incentive for direct overseas 
shipments of grain from the Lakehead on 
ocean going ships, as the Board’s prices at 
the Lakehead are higher on a basis in store 
level than at the lower St. Lawrence ports. 
This has given the Great Lakes ship operators 
a very economical operation in hauling grain 
to the lower St. Lawrence ports and return- 
ing with iron ore cargoes. The combination 
of the price differential and the availability 
of backhaul cargoes has prevented ocean- 
going ships from competing for this traffic on 
any scale. This policy also ensures an ade- 
quate and stable supply of ships to move the 
export grains to the Atlantic ports. 

The Prairie grains flow to export ports 
through the price mechanism, that is the more 
efficient lower cost ports and transportation 
routes will attract the grain shipments from a 
greater hinterland. The handling capacity at 
the various ports has also been a determinant 
in allocating export shipments. The Pacific 
terminals are the most attractive from a cost 
point of view, however the volume of ship- 
ments from these points is limited by (1) the 
distance from producing areas, and (2) the 
terminal capacity of elevators, etc. The 
latter is not necessarily a long-term factor 
and can be altered with increases in the stock 
of these storage facilities. The Seaway is the 
second most attractive route for export grains 
and is well developed with elevator capacity. 

It appears that the Seaway is and will con- 
tinue to be a well established route for export 
grain. Several new elevators have been 
constructed on the lower St. Lawrence above 
Quebec City and these will attract additional 
grain exports. 


Domestic Grain Trade 

A modest number of grain shipments are 
handled at Ontario ports and these cargoes 
are largely grain for domestic consumption 
or feed grains for feed lot production. The 
largest volume of this domestic grain is 
handled at Lake Huron, Georgian Bay and 
Lake Erie ports such as Midland, Colling- 
wood, Port Colborne, Port McNicoll, Wind- 
sor and Goderich. This cargo does not utilize’ 
any of the St. Lawrence Seaway facilities and 
therefore can not be considered a beneficiary 
of such facilities. 


Coal Trade | 
The coal movements on the Great Lakes are 

almost totally destined to either steel mills or 
thermal electric generating stations. These 

major coal movements originate at the 
U.S. Lake Erie ports of Toledo, Conneaut 

and Ashtabula and are destined to Toronto, | 
Port Credit, Sault Ste. Marie, Sarnia, Wind- | 
sor and Hamilton. In 1966, 14.6 million tons 
of coal were shipped on the Great Lakes: 
largely from Lake Erie ports and of this | 

total 11.5 million tons or 78.8 per cent were | 

received at the above ports. 


The international coal movements on the 
lakes have a relatively short length of haul, 
however the water-borne movement is justi- | 
fied because of the extremely high density of , 


movement to these particular ports and the 
automated unloading facilities that are in- 


stalled on the vessels engaging in this trade. 


A large percentage of these coal move- | 
ments are intra-lake movements and as such 


do not receive benefit from the St. Lawrence 
Seaway (with the exception of the benefit of 
using larger vessels to haul this commodity). 
In many cases however these seaway-size 
vessels could operate captive to the upper 
lakes. 


} 


The two main Ontario beneficiaries of the » 


St. Lawrence Seaway coal trade are the Ham- 
ilton steel companies and the Ontario Hydro 
Electric Commission. In 1966 these organi- 
zations received approximately 7.2 million 
tons of coal through the Welland Canal sys- 


tem. (Of this 7.2 million, the Lakeview and 


Hearn generating stations received 4.1 mil- 
lion tons.) 


There are two significant implications of 


this coal movement: 


* The water-borne movement of coal to 
thermal generating stations reduces the 


cost of electric power to most consumers — 


in the Metropolitan Toronto region. This 


7 
arr 
Weight in Tons of Inputs to the Iron and Steel Industry 1960-1966 
1961 1962 1963 1964 1965 1966 TOTALS 
a PONS 

434,036 400,613 478,469 459,820 262,921 150,658 2,860,550 

A355.1556 4,538,280. 4,716,113. 4,865,783. 5,033,297 5,164,796, 32,737, faa 

APSO 101) 4.938.895. -5,194,582 9 5,325,603) © 5,296,218 | 5,315,454" 9355597090 

407,976 464,897 578,185 488,964 547,924 78,198 —3,974,549) 

1,025,947 1,071,069 823,511 936,760 442,786 626,012 5,797,934 

946,398 915,080 710,024 548,954 778,489 436,573 7,970,080 

2,075,089 | 1,815,257 1,776,952 1,290,956 1,375,407 1,070,856 16,513,637 

1.354.008 1.482.514. 7,073,137. 2,571,241. 33157,365) 645245554 1738523625 

1,786,286 2,419,695 3,050,640 3,637,373 3,714,208 2,986,219 18,809,971 

7,595,794 8,168,512 9,012,509 9,474,248 10,016,179 10,146,772 70,918,618 

421,394 388,303 427,784 413,237 448,234 328,504 3,477,195 

348,741 331,694 333,748 33.1 107, 309,536 2514308 92,507,910 

770,135 719,997 161,532 744,344 CECE) 579,842 8 5,985 hk 


1960 
Bituminous Coal 
Canadian 585,077 
Imported 9,997,179 
Total 4,582,256 
Tron Ore 
Crude: 
Canadian (S)! 704,667 
Imported (S)! 725,525 
Canadian (B)? 1,487,833 
Imported (B)* DD NMOZ LES) 
- Other: 
Canadian 1,014,910 
Imported 774,785 
Total 6,810,371 
Limestone 
Canadian DOZRSot 
_ Imported 292,685 
Total 795,516 


~ 1 (S$) — ore destined for Sinter plants 


2 (B) — ore destined for blast furnaces 


Totals include data for years 1958 and 1959 not shown here. 


reduction may not be realized by the local 
users only, as the power generated is fed 
into a national power grid and therefore 
this lower power cost is_ transferred 
throughout the system. It is evident that 
the thermal plants under construction at 
Nanticoke and Lambton are located to 
supply the large prospective local demands 
and to take advantage of lower transporta- 
tion costs. Coal movements to these plants 
will avoid the use of the Seaway facilities 
(and the Welland tolls). 


* The water-borne movement of coal to the 
Hamilton steel mills reduces the cost of 
inputs into the steel production process 
and thereby allows a lower unit cost of 
production. It is likely that, given the 
limitations of competition in the steel in- 
dustry, any increase in cost of inputs 
would be passed on to selected consumers 
in the form of prices. Thus without access 
to seaway facilities it is likely that the cost 
of delivered coal at Hamilton would in- 


crease by about 70 cents per short ton. 
This figure represents the difference be- 
tween the delivered price of coal from the 
Virginia coal fields moving via rail unit 
train and the delivered price from the 
same origin via rail/lake movement. (A 
saving of 35 cents per ton would approxi- 
mate the price differential to Toronto.) 
The net benefit to the steel companies 
would be approximately $2.2 million per 
year. If no seaway facilities were provided 
it is likely that the steel companies would 
recoup this increase in cost through price 
increases rather than absorb it in profits. 


The reduction in transportation costs, both 
inbound and outbound, has undoubtedly in- 
fluenced Stelco to locate a major steel mill on 
Lake Erie at Nanticoke. This facility will 
likely eliminate any increases in Hamilton’s 
steel-making capacity and in fact may trans- 
fer some of the benefits obtained by this port 
to the Lake Erie region. 


The accompanying table shows the inputs 
of the Canadian steel industry in tons. The 
significance of Hamilton and the Seaway can 
be seen when comparing the volume of coal 
and iron ore received at Hamilton with the 
inputs to the total industry. 


Petroleum Trade 
The movement of fuel oil and petroleum 
products is among the major commodity 
trades on the Great Lakes. These products 
are transferred from the refining centres on 
Lake Ontario and at Sarnia to consuming 
points throughout the lakes. In addition large 
volumes of oil and gasoline are shipped up- 
bound from Montreal through the St. Law- 
rence River canals to points on Lake Ontario 
and, to a minor extent, upper lake ports. 
The location of major oil companies’ 
refineries contributes to the shipment of 
petroleum products throughout the canal sys- 
tems. For instance, the Shell refinery located 
at Oakville ships petroleum products 
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throughout the lakes to points such as Mara- 
thon, Port Colborne, Toronto and Hamilton; 
the Imperial Oil refinery at Montreal ships 
large volumes of petroleum products to ports 
on Lake Ontario and to a few ports on Lake 
Erie. In this case the Welland Canal acts as 
a barrier preventing further upbound ship- 
ments. This is due to the fact that Imperial 
Oil also operates a refinery at Sarnia which 
then supplies all ports upbound from the 
Welland Canal to the Lakehead. 

The same situation prevails with the ship- 
ments of the Gulf Oil Company who operates 
refineries at both Montreal and Clarkson. 
Thus their supply for upper lake ports origin- 
ates largely at Clarkson while the St. Law- 
rence River and Eastern Ontario ports are 
supplied by the Montreal refinery. 

Other refineries located on the lakes are: 
B.P. Oil Company, Montreal 
Canadian Petrofina, Montreal 
Texaco Canada, Port Credit 
Sun Oil, Sarnia 

All of these refineries use the St. Lawrence 
Seaway to some extent. However, it is unlike- 
ly that the benefits are passed on to the con- 
sumers as the oil companies usually charge 
comparable prices for the products within 
geographical areas, (this may not be the case 
with certain large purchases). The inter-com- 
pany competition will establish the market 
price and the refinery price will reflect that 
market price less the transportation costs. 
Thus insofar as these costs are lower than 
otherwise due to the benefits of the St. Law- 
rence Seaway, the benefit is likely to remain 
with the oil companies in the form of in- 
creased profits. 


GENERAL CARGO FLOWS ON THE 
GREAT LAKES 


One of the many claims that has been made 
of the St. Lawrence Seaway is that it would 
open up the heartland of North America to 
foreign shipping; the Seaway. would attract 
vessels from throughout the world to handle 
the imports and exports from this vast indus- 
trial belt. While the Seaway has technically 
permitted ocean vessels to travel from the 
mouth of the St. Lawrence to the head of the 
lakes, such movements have not occurred 
to any significant extent. 

As shown in the following table the vol- 
ume of general cargo moving on the Great 
Lakes is unimpressive. In 1966 the total 
volume of general cargo moving through the 
St. Lawrence system was approximately 5.9 
million tons. This volume is indeed insigni- 


ficant when compared with the tonnage of 
goods handled annually by the Canadian 
railways alone. 

A closer examination of the general cargo 
flows suggests that the Great Lakes industrial 
region is a net importer of cargo as over 83 
per cent of the general cargo movements are 
inbound movements from foreign ports. Thus 
there is an obvious imbalance of traffic flows 
which further accentuates the difficulties for 
foreign vessels plying the lakes in general 
cargo trades. It appears that there are two 
reasons for the heavy import imbalance. The 
first is that the movement of outbound export 


material comes under severe competitive 
pressures from both overland modes and 
Atlantic Coast ports. This phenomenon is 
evidenced both in Canada and the U.S. 
Preferential rail rates and lower coastal har- 
bour charges direct most of the export car- 
goes away from the Great Lakes ports. 

A separate study carried out in 1968 on 
this subject showed that there is substantial 
evidence to suggest that export cargoes are 
attracted to east coast ports because of pre- 
ferential rail charges and lower terminal 
charges at the National Harbours Board 
ports. The conclusions of this report were: 


Distribution of General Cargo Flows on the St. Lawrence Seaway 


Upbound 


Origin/ Destination Tons 


Per Cent 


Montreal - Lake Ontario Section 


Canada to Ontario 24,074 
Ontario to U.S.A. — — 
Ontario to Foreign — — 
Foreign to Ontario 125 
U.S.A. to Ontario 651,173 
Sub Total 675,372 
Canada to U.S.A. 438,137 
U.S.A. to Canada — _ 
U.S.A. to Foreign — — 
Foreign to U.S.A. 3,792,501 
Sub Total 4,230,638 
Total 4,906,010 


13.8 


Downbound 
Tons Per Cent 
Rae Ov 7/ 
405,659 38.4 
ail ayeItil 3} 39.1 
222 0.2 
641,362 60.7 
643,624 60.9 
1056/37) 100.0 


——— “Eee 


Welland Canal Section 


Ontario to Ontario 2,636 — — 
Ontario to U.S.A. 89,500 7,454 1.0 
Ontario to Foreign — — 86,410 1ie9 
Foreign to Ontario 34,288 = = 
U.S.A. to Ontario -— — — 
Sub Total 126,424 93,864 12.9 
Canada to U.S.A. 

U.S.A. to Canada 438,100 10.1 225% 0.3 
U.S.A. to Foreign — — 631,561 86.8 
Foreign to U.S.A. 3,781,953 87.0 = = 
Sub Total 4,220,053 97.1 633,798 Sia 
Total 4,346,477: 100.0 727,662 100.0 


ote Se a. eS SS Se 
Note: Due to rounding, some percentages do not add to total. 


| 
| 
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There are three causes that prevent the Port 
of Toronto from increasing its (export) traffic 
in any significant measure. These are: 


¢ Railway Pricing Policy: Railway rates are 
established in favour of the National Har- 
bours Board Ports. Incentive loadings and 
competitive rate tariffs are not published 
for Toronto and therefore, in general, the 
ton-mile cost to move commodities from 
inland points to Toronto are greater than 
for moving the same commodities through 
Montreal. 


* Terminal Charges: The harbour charges 
are approximately five to seven times lar- 
ger in Toronto than in Montreal harbour. 
This rate differential in itself will alter the 
flow of commodities; however, when this 
benefit is combined with the railway pric- 
ing structure, the one tends to accentuate 
the other. The fact that the railways have 
a 27 cents per cwt. terminal advantage in 
using Montreal, tends to protect them from 
their competitors. That is, the inland 
truckers not only have to overcome rail- 
way line haul rates but must overcome the 
difference in terminal charges. 


* Ocean Differential: The ocean differentials 
between Toronto and Montreal will be 
determined by two basic causes — the first 
is the cost of moving inland by 335 miles 
and the second the amount of cargo avail- 
able at the inland port. Ocean shipping is 
reputed to have a very low available-ton- 
mile cargo cost, which is significantly be- 
low that of railway ton-mile cargo cost. 
Therefore, this factor should technically 
work in favour of the inland ports. The 
problem seems to occur when the avail- 
able-cargo factor is considered. That is, 
the lower the amount of cargo available 
the higher the actual ton-mile cost of the 
cargo moved becomes and the less attrac- 
tive the harbour is for cargo movements. 
This cycle continues with the ocean differ- 
ential increasing to reflect the diminishing 
amount of cargo available, thus further 
perpetuating the cycle. 


It should be clear then that the more the 
first two factors considered above react 
together to give advantage to the Montreal 
port and therefore attract cargoes away 
from the inland ports, the greater the effect 
they have on this third factor, i.e., the 
ocean differential. 


The second reason is that in a number of 
cases the general cargo imports are inputs to 


a production process where the finished 
product is marketed nationally or within the 
North American market. This factor was 
particularly evident in the analysis of car- 
goes handled at Toronto. 

It is particularly significant to note that 
while the total volume of Great Lakes general 
cargo is rather limited, the volume of such 
cargo handled in Ontario is even more dis- 
couraging. The above table shows that of the 
total import traffic through the St. Lawrence 
River system the volume destined for Ontario 
ports was only 13.8 per cent, almost all of 
this destined to the Port of Toronto. The 
percentage of traffic moving through the 
Welland Canal (less Lake Ontario traffic) 
destined for Ontario ports was only 2.9 per 
cent, the balance moving to U.S. Great 
Lakes ports. Thus excluding the ports of 
Toronto and (to some minor extent) Hamil- 
ton the total volume of general cargo imports 
to Ontario ports is approximately 34,000 
tons, this meagre balance being destined to 
the ports of Sarnia, Sault Ste. Marie and 
Port Arthur. 

Toronto harbour enjoys about 13 per cent 
of the foreign imports of general cargo moy- 
ing on the Great Lakes, however the balance 
of Ontario’s ports do not really participate in 
this traffic at all. The U.S. lake ports receive 
the balance of the import general cargoes 
(approximately 86 per cent). 

The export pattern for general cargo has 
about the same characteristics as imports 
with the exception that Toronto is far more 
important in the total picture than was the 
case with import cargoes. The upper lakes 
ports in Ontario exported 86,000 tons of 
general cargo and while these same ports 
handled only 2.9 per cent of the inbound 
shipments through the Welland, their out- 
bound shipments totalled 13.0 per cent. Tor- 
onto, while it exported far less than it im- 
ported, accounted for approximately 37 per 
cent of all general cargo exports on the lakes. 
This relatively senior position does not indi- 
cate a particularly good performance for the 
Port of Toronto but rather an extremely poor 
performance for the upper lakes U.S. ports 
such as Cleveland, Detroit, Toledo, Chicago 
and Milwaukee. (As indicated these ports 
suffer from heavy competition from overland 
modes.) 

It can be safely concluded that with the 
exception of the ports of Toronto and Hamil- 
ton the general cargo flows stimulated by the 
St. Lawrence Seaway produce little or no 


‘benefits to Ontario centres. 


— 


The benefits from such cargo flows into 
the Ports of Toronto and Hamilton can be 
quantified by using an income multiplier of 
$23 per ton of general cargo. It is well 
known that general cargo has a larger eco- 
nomic impact than does bulk cargo; it pro- 
duces higher dock worker salaries and higher 
levels of investment to handle such material. 
A survey of the Port of Milwaukee produced 
the estimate of $23 of “direct community 
income” for each ton of general cargo 
handled. While this estimate may not be 
directly applicable to the Ports of Toronto 
and Hamilton it can reasonably be assumed 
to approximate the correct figure. If a range 
of from $10 - $20 per ton is used as a multi- 
plier then the annual benefits to these two 
ports is from 9.2 to 18.4 million dollars in 
direct community income generated from 
these cargoes. The balance of the ports in 
Ontario do not enjoy such benefits. 


Containerization 

In addition to looking at the past events as 
influenced by the St. Lawrence Seaway it 
may be advantageous to examine the future 
prospects of general cargo on the Seaway. It 
should be noted in the following that the 
handling of general cargo requires much 
more investment in facilities than does the 
movement of bulk cargoes. Therefore much 
of the Seaway’s future in general cargo flows 
will be related to the level of investment in 
harbour facilities. 

It is evident that tremendous changes are 
currently taking place in the methods of 
shipping and handling imports and exports. 
The containerized shipments are here to stay 
and thus this new technology is bound to 
destroy many of the old distribution patterns 
and rightfully so. However, there are certain 
characteristics of container services that will 
tend to perpetuate and even accelerate the 
present minority position of the Great Lakes 
ports relative to east coast ports. 

Container services reduce the handling of 
individual units of cargo by grouping these 
together at origin (or some other consolida- 
tion point) and shipping a number of in- 
dividual units as one large unit. This con- 
cept reduces handling costs and speeds the 
turn-around time of the vessels carrying the 
cargo. Both of these factors represent large 
reductions in the cost of moving cargo from 
port to port as well as through the port and, 
therefore, can reasonably be expected to re- 
duce the export freight charges both for line 
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haul and for terminal portions of the expense. 
This will obviously aid in the expansion of 
world trade and should, particularly, provide 
an increased advantage to North American 
exporters as the European and Asian markets 
are brought closer in terms of cost of access. 

While it is true that much of the Cana- 
dian export traffic is composed of bulk goods 
and, therefore, is not suitable for con- 
tainerization, it is also true that through in- 
novation more of the cargoes exported will 
become suitable for containerized handling. 
There can be little doubt that an efficient 
container port will act as a very attractive 
force for altering the current export distri- 
bution patterns. 

An additional significant factor influencing 
the distribution of container services will be 
the decisions of ship owners (who have con- 
structed containerships) on where to operate 
these ships. These decisions will be based 
upon the available terminal facilities at a port 
and the amount of (containerable) cargo that 
is available at that port. It is important to 
note that the amount of cargo that originates 
in the port’s hinterland is not a significant 
aspect but rather the amount of cargo avail- 
able at the port. In the case of Toronto, if 
the greater portion of the cargo originating in 
the port’s hinterland is drained off to Mont- 
real or other east coast ports, the cargo avail- 
ability at this port will be greatly reduced and 
the port will be less attractive for ship owners 
looking for suitable ports from which to 
operate their container vessels. 

Containerization is a very capital-intensive 
Operation from both the ship owner’s and 
the harbour authority’s point of view. 
The container size alone demands that it be 
handled by mechanical equipment. The ac- 
commodation of containerships demands 
much more land area to handle the storage 
of the containers and large quay type sheds 
for breaking bulk and handling distribution 
of less than container load lots. Expensive 
transfer facilities must be provided if the 
intermodal aspects of the concept are to 
provide their full advantage to the shipper. 
Rail and truck connections to each finger 
pier are a must if fast efficient handling is to 
take place. 

It can be seen then that vast amounts of 
capital are needed to equip a container port 
for efficient operation and without this 
capital investment it is unlikely that shipping 
companies, railroads, truckers and shippers 
will risk the return on their investment by 


routing cargoes through an under-equipped 
harbour. 

What does all this mean to Ontario and 
the ports of Toronto and possibly Hamilton? 
Simply this, that under the present harbour 
administration procedures and policies, On- 
tario harbours will pay considerably more 
for the capital needed to expand and con- 
struct harbour facilities capable of handling 
container vessels. The capital costs for the 
Port of Toronto are at least double and may 
range up to four times those of the Port of 
Montreal (1968 report on harbour charges 
and capital costs). It may even be unlikely 
that Toronto and Hamilton could provide 
container facilities under the present financial 
relative disadvantages that their respective 
managements are faced with. The Port of 
Montreal borrows or obtains capital on the 
account of the Federal Government, while 
the Port of Toronto must secure its capital 
on its own account. While Toronto will un- 
doubtedly be forced to provide a container 
berth, it will be more costly and probably less 
competitive than corresponding facilities at 
the National Harbours Board ports. 

A second factor of concern to Ontario is 
the relftionship between National Harbours 
Board ports and the railroad charges. The 
movement to container shipments will force a 
recapitalization of all modes of transport if 
complete intermodal transportation is to be 
achieved. This means that both railways and 
truck lines will have to invest in expensive 
transfer facilities to handle these containers. 
The magnitude of the expense of converting 
facilities to handle the container is such that 
smaller trucking companies will not be willing 
to undertake this risk, unless they can anti- 
cipate an increasing share of the traffic. Under 
the current system of charges the railway rate 
structures prevent the truck carriers from 
competing on many of the export-import 
hauls and, therefore, it can be expected that 
when the railway terminal costs are reduced 
through containerized cargo handling, this 
condition will be further accentuated. The 
pace of this change will be increased by the 
capability of the financially secure railroad to 
undertake the investment and accept a greater 
risk than the truckers might be willing to 
undertake, with the possible exception of 
railway-owned trucking companies. How- 
ever, it is questionable just how much compe- 
tion for the railways could be expected from 
this source. 

It now becomes even more important to 
be concerned with this aspect of transporta- 


tion because, if under the conventional 
methods of shipping and cargo handling 
Ontario ports were at a decided disadvantage. 
they will be even more so under the forces 
of modern technology. As the cost of capital 
becomes an even greater factor in the deter- 
mination of harbour costs, more cargo will be 
attracted away from Ontario ports. This will 
have an effect on the total inland distribution 
system as cargo routes will readjust to a 
new “competitive situation”’. 
INVESTMENT IN THE SEAWAY | 
Investment in the Seaway ports is a very use- 
ful indicator of the development occurring 
in a port and of the growth rates expected in 
any one port. High investment indicates the’ 
potential for future growth and an expanding’ 
port, while low or negative investment can 
indicate a decrease in expectations. | 

Investment in Seaway ports and channels | 
originates basically from three sources. | 

The St. Lawrence Seaway Authority is 
responsible for the Seaway channels, locks 
and canals, bridges, and remedial work. Since 
1960 they have invested $114,651,249 in 
these facilities. Seventy-nine per cent of this 
has gone into the building of channels, 
canals and locks. : 

All harbours in Ontario are the responsi- 
bility of the Federal Government. There are) 
several harbours operating under a harbour. 
commission generally composed of four to 
six commissioners responsible for the opera-| 
tion and financing of the port facilities. These 
include Hamilton, Toronto, Windsor, Oshawa. 
and the Lakehead. There are also grain eleva-. 
tors at Prescott and Port Colborne which 
come under the jurisdiction of the National. 
Harbours Board. All other public harbours. 
are under the jurisdiction of the Department. 
of Transport. 

Public investment in Ontario ports, since 
the Seaway opened, totals $88,250,465. 
Public harbours obtain funds from the Fed- 
eral Treasury, commissioned harbours are 
financed by their Harbour Commissions, 
and the National Harbours Board finances 
its own installations through the federal gov- | 
ernment. 

The pattern exhibited by public investment 
changes is closely linked to the growth pat- 
terns for all Great Lakes ports. The larger 
harbours, specifically Toronto, Hamilton and 
the Lakehead, have received 70.3 per cent of | 
the public investment funds. This means that. 
these three harbours have received over twice 
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St. Lawrence Seaway — Impact on Ontario 


as much new investment as all other Seaway 
ports put together. 

Nine additional ports each received from 
$1 to 5 million added investment. These nine 
ports accounted for 17.2 per cent of the 
total investment change or $15.1 million. 
Port Credit is the largest of this group, with 
just over $4 million. The others in this classi- 
fication, e.g., Cobourg, Leamington, Port 
Stanley, and Oshawa, all range between one 
and two million dollars added investment. 

The classification under $1 million con- 
tains 32 ports and accounts for only 12.6 per 
cent of the total investment. Most of these 
ports, for example, Cornwall, Little Current, 
Kingston, and Port Maitland range between 
$100,000 and $1 million. There are a num- 
ber of smaller ports with under $100,000 
added investment. These include Belleville, 
Sombra, Spanish River and Gananoque. 

As well as government-provided facilities, 
many private companies own wharves and 
equipment in Seaway harbours. Their invest- 
ment in new plant and equipment is an im- 
portant part of the total investment. 

Private investment in new facilities is also 
concentrated in the larger ports. Grain eleva- 
tor unloading facilities decreased in several 
of the Georgian Bay ports. Grain loading 
facilities at Port Arthur increased by 9.8 per 
cent from 1961-1967. This accounted for 89 
per cent of the total Seaway increase. Ore 
loading docks, in this same period, showed a 
general increase in investment. A new dock 
at Fort William accounted for 75.2 per cent 
of this total new investment. The remaining 
24.8 per cent was spread among several 
Georgian Bay ports. The total storage capa- 
city of ore unloading docks increased by 200 
per cent along the Seaway. This increase was 
due to a large investment in ore unloading 
facilities at Hamilton which increased this 
port’s capacity by 833 per cent. 

Coal unloading docks showed a net in- 
crease in storage capacity from 1961 of 21.5 
per cent. This increase was created by the 
addition of large facilities at Courtright 


(Sarnia) and Toronto and a compensating 
decrease in capacity in a number of small 
Ontario ports such as Cardinal, Chatham, 
Gananoque, Napanee and Prescott, where 
minor docks were abandoned. 


CONCLUSIONS 


The survey of Ontario Great Lakes ports has 
indicated the following characteristics are 
deterministic of the benefits provided by the 
St. Lawrence Seaway system: 


* the cargo flows that received the major 
benefits are homogeneous products with a 
high density of movement and a relatively 
long length of haul, i.e., iron ore, grain, 
coal and petroleum; 


* a small number of producers or industries 
reap the majority of benefits derived from 
the St. Lawrence Seaway, namely the 
U.S. and Canadian steel producers, iron 
ore companies in the Quebec Labrador 
area (largely U.S. controlled), U.S. coal 
mining companies, and the grain farming 
communities of both the Canadian and 
American prairies. While Ontario does 
participate in these trades their major 
benefits lie outside of Ontario; 


* asmall number of ports handle a majority 
of the cargo tonnage originating and ter- 
minating at Ontario harbours; 


* a large percentage of the cargo loaded and 
unloaded in Ontario ports does not utilize 
any of the St. Lawrence Seaway facilities; 


* only a very few Ontario ports, handling 
specialized cargoes, reap any significant 
benefits from the St. Lawrence Seaway; 


* these major beneficiaries also experience 
the largest net increases in harbour invest- 
ment; 


* the smaller “minor” and “secondary” ports 
are engaged in the movement of local 
traffic, largely intra-lake movements, and 
do not participate in the benefits accruing 
from the Seaway facilities; 


12 


* the investment change in these smaller 
ports is extremely marginal and reflects 
the local character of the port and the 
use of smaller vessels (due in some cases to 
shallow harbour depth); much of this in- 
vestment is related to a single plant and 


the facilities needed to handle its require-_ 


ments. 


Benefits to Ontario arise from: 


* investment and employment in harbour | 


facilities (major ports of Toronto, Hamil- 
ton and Port Arthur only); 


* marginally lower prices for iron and steel — 


products; 


* marginally lower cost of thermal electric 
power generation; 


* lower distribution costs for petroleum pro- 


ducts which likely reflect very marginal 
price benefits to consumers. 


It is perfectly clear then that after 10 years 
of operations the St. Lawrence Seaway has 
not been utilized to its full potential. It has 


represent a considerable asset to the Province — 


and should be developed as such. The distri- 
bution of benefits suggests that any changes 
in the toll structure on the Welland Canal 


i 
not provided wide scale benefits to any but 
a few select areas. The Seaway does however | 


(particularly) and the St. Lawrence Seaway _ 


canals (generally) will be borne by a rela- 
tively few producers and much of the impact 
will fall outside of Ontario. 

In addition, there are basic inequities in 
the administration of harbour facilities in 
Canada that tend to produce under-utiliza- 
tion of the Great Lakes facilities. (These 
inequities further affect the inland competi- 
tion among all transportation modes.) 

While upward revisions in the toll struc- 
ture will surely not be welcomed there are 
other matters such as the level of investment 
in Great Lakes port facilities, the effects of 
national harbour policy, the rate of adoption 
of technological changes in transportation, 
that require consideration before this water- 
way can fully develop its potential. 
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Selected Economic Indicators 
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Coincidental and Lagging Indicators 


Gross National Product, Canada (Quarterly, Seasonally Adjusted at Annual Rates) $ Billion 
Current Dollars —0) = | 
Constant (1957) Dollars Ee 

_60 | 
0 
40 
2235 
Average Hourly Earnings in Manufacturing, Ontario (Seasonally Adjusted) Dollars ¥ 
23.00 Ea 
Ss 
POO 
=2.00 


Boe ee 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 


o 


Le 
15 


Coincidental and Lagging Indicators 
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Ontario Economic Review Feature Articles 


Nov. 


June 


Canada and the Exchange Rate 


Portable Pensions — The Ontario 
Approach 


Population Growth in Ontario 
Whither the Tourist Industry 


Uranium and Nuclear Energy 
in Ontario 


The Structure and Concentra- 
tion of Ontario Manufacturing’ 
and Its Relative Position in 
Canada 


The Forest-Based Industries of 
the Northeastern Ontario 
Economic Region 


Economic Developments in the 
Department of Highways 


(Annual Review) 


Tobacco — Ontario’s Major 
Cash Crop 


Canada’s Requirements for New 
Business Machinery and 
Equipment from 1965 to 1975 


Some Impressions Arising from 
the First Year of Operation of 
the Ontario Development 
Agency 


Ontario Labour Markets, 
1953-1963 


The Approach of Regional 
Analysis 


The Niagara Economic Region: 
Present Characteristics and 
Prospects of the Future 


The Development of Forestry 
Policy 


An Index of Economic Health 
for Ontario Counties and 
Districts 


Preliminary Indexes of 
Production in Ontario 


A Pilot Study on Regional 
Labour Income in Ontario 


The Growth and Development 
of Primary Iron and Steel 
in Ontario 
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Jan. 
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March 
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July 
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Sept. 
Oct. 
Nov. 


Dec. 


1966 
Jan.-Feb. 


March 
April 
May-June 
July 


Aug.-Sept. 
Oct.-Nov. 


Dec. 


Oil and Natural Gas in Ontario 


Ontario Regional Population 
Projections 1961-1986 


Significant Economic Changes 
in Agriculture 


The Growth and Development 
of the Furniture Industry 
in Ontario 


The Institutional Investor and 
the Securities Market 


The Growth and Development 
of the Motor Vehicle Industry 
in Ontario 


Perspective on Recent Price 
Movements in Canada 


The Background of Federal 
Unconditional Grants to the 
Provinces 1867-1887 


A Progress Report on the 
Economic Atlas of Ontario 


Educational Achievement 
Levels in Ontario 


Concentration and Competition 
in Ontario’s Fluid Milk Industry 


(Annual Review) 


Opportunity through On-the- 
Job Training 


The Development of Ontario’s 
Textile Industry 


“The New Economics” and the 
Province of Ontario 


Progress Under the Automotive 
Free Trade Agreement: 
Some Comments 


Ontario’s New Housing Program 
Economic Education 


The Distribution of Personal 
Income in Ontario and the 
Ten Economic Regions 


Canada and the U.S. Guidelines 
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1969 
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(Annual Review) 


Fertility and Population Growth 
in Ontario 


Soybeans in Ontario: 
Production, Utilization and 
Prospects 


Population Migration to and 
from Ontario 


Towards a Theory of Provincial- 
Municipal Grants 


Ontario’s Demand for Industrial 
and Agricultural Machinery 
to 1976 


The Economy in 1967 


Trade Liberalization and the 
Forest Industries 


Potato Marketing in Ontario 


Budgetary Constraints to Policy 
Development 


The Pattern of Consumer 
Expenditure at Provincial and 
Regional Level 


Development of Information 
Flows for Economic and 
Financial Policy Formulation 


Preliminary Population 
Projections for Ontario 
1971-1991 


The Solemnization of an 
Institutional Marriage (or the 
joining of the ‘Treasury’ with 
‘Economics’) 


The Reform of Taxation and 
Government Structure in 
Ontario 


St. Lawrence Seaway — Impact 
on Ontario 
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Ontario Economic Review 


September/ October 1969 
Volume 7, Number 5 


The Ontario Economy 


Air Pollution and the Utilization of Natural Gas 
in Automotive Vehicles 


Selected Economic Indicators 


A publication of the 
Department of Treasury 
and Economics 
Government of Ontario 


Hon. Charles S. MacNaughton 
Treasurer of Ontario and 
Minister of Economics 

HH. Ian Macdonald 

Deputy Minister 


The Ontario Economic Review is prepared 
and edited bimonthly in the Economic 
Analysis Branch of the Economic and 
Statistical Services Division, Department 

of Treasury and Economics. The review 
presents articles of interest as well as current 


information on economic activity in Ontario. 


Signed articles reflect the opinions of their 
authors and do not necessarily represent 
the views of the Department. 
Subscriptions can be obtained free of 
charge by writing the Editor, Ontario 
Economic Review, Department of 
Treasury and Economics, Frost Building, 
Queen’s Park, Toronto 181, Ontario. 


About the Review 

The feature article for the September- 
October edition of the Ontario Economic 
Review presents excerpts from an article 
written by W. Fruehauf for inclusion in 
Taschenbuch Erdgas, 2nd Edition, West 
Germany, 1969. The primary objective 
of this article is to evaluate the use of 
liquefied natural gas as an alternative fuel 
for internal combustion engines to 
reduce air pollution. 

Since a considerable degree of urban air 
pollution can be traced to the automobile 
it is becoming increasingly necessary that 
some method be found to abate these noxious 
emissions. The utilization of LNG and 
compressed natural gas as automotive fuel 
contributes significantly to the reduction of 
unburnt hydrocarbons, carbon monoxide 
and other pollutants while providing 
comparable operating characteristics to 
the use of gasoline. 

Mr. Fruehauf is an economist with the 
Economic Planning Branch, Policy Planning 
Division of the Department of Treasury 
and Economics. 
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Indicator Charts, Pages 10-12 

Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, ‘some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 10-12 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘LI’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


The Ontario Economy 


The most prominent features of the first 


half of 1969 were the continuation of the 
rapid expansion in business activity, particu- 
larly in the first quarter, a further significant 
rise in prices, and increasingly stronger anti- 
inflationary measures at the federal level in 
both Canada and the United States. These 
measures include: monetary tightening, fiscal 
restraint, increased income taxes and empha- 
tic government declarations of war on spiral- 
ling wages and prices. 

These intensified efforts have been prompt- 
ed by the fact that consumer prices have 
risen at a faster rate this year than at any 
time since the current inflationary spiral be- 
gan in 1965. In 1965 prices rose 2.5 per cent. 
In the subsequent two years consumer prices 
rose by an average of 3.7 per cent a year and 
last year they rose by 4.1 per cent. In the 
first six months of this year consumer prices 
have averaged 4.3 per cent above the first 
half of 1968 and as a result of a sharp in- 
crease from February to August, prices 
in the first eight months are 5.1 per cent 
above those at the same time last year. 
From May to June the consumer food index 
rose 2.2 per cent and between July and 
August it has risen an additional 1.4 per 
cent. Higher house prices and mortgage in- 
terest rates have pushed housing costs still 
higher, although rent increases have been 
more moderate than last year. Increases in 
pre-paid medical premiums and in doctors’ 
and dentists’ fees in a number of cities have 
taised health and personal care costs and 
higher taxes increased alcohol and tobacco 
‘prices in April. 

_ Where last year tighter fiscal policy alone 
failed to abate the trend in prices, it is ex- 
pected that a continuation of such a policy 
in conjunction with (since March) an ex- 
tremely tight monetary policy should now 
produce the desired results. 

_ Ona regional basis, Ontario’s price posi- 
‘tion so far remains relatively favourable. 
According to the consumer price index for 
regional cities in Canada increases in To- 
'ronto and Ottawa are generally below the 
national average. 

The fact that the economy has been slow 
to react to restraining measures has prompted 
the United States to extend the income tax 
surcharge to the end of 1969. In Canada, 
the newly created Prices and Incomes Com- 
mission has asked for commitments of vol- 
/untary restraint from industry, labour and 
| government. Government expenditures at the 
federal level, including both current and 
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Per Cent Growth in Consumer Price Index 
(Seven Months) 1969/68 


Canada Toronto Ottawa 
All Items 4.4 3.8 3.8 
Housing el 4.0 5.0 
Food 4.0 Sh) 2.2 
Transpor- 
tation 4.2 4.9 Pa | 
Clothing 2 2.4 Sol 


capital, have increased at a slower pace than 
total expenditures in the economy during the 
first half of the year. In addition, there has 
been a major improvement in government 
revenues, since salary and wage levels in 
general have risen and are being taxed at 
higher rates. More recently the federal gov- 
ernment has promised to limit expenditures 


_ by increasing efficiency and reducing public 


service employment. These developments 
lend tangible support to expectations of a 
budgetary surplus at the federal level in the 
current fiscal year. At the provincial and 
municipal levels of government, budget state- 
ments also indicate a swing away from large 
deficits towards surpluses during the current 
year. 

The strong performance of personal con- 
sumption expenditures has been a key 
factor in the continuation of brisk economic 
activity. 


While there has been a considerable in- 


crease in wages and salaries much of the 
additional income has been lost, not only 
by accelerating prices and more costly credit, 
but by substantial increases in taxes. The net 
result has been only a modest gain in per- 
sonal disposable income, however, con- 
sumers have been trying to maintain their 
real standard of living and thus have reduced 
their rate of savings and incurred debt at an 
exceptionally high rate. 

Credit, income and the reduction of sav- 
ings now appear to be reaching their respec- 
tive limits, consequently it is expected that 
the trend in consumer spending should move 
more closely in line with personal disposable 
income. The effect of this will probably show 
up most clearly in reduced outlays for 
durable goods. The incentives for personal 
saving have also become extremely attractive 
and should help to abate the expansionary 
influence of consumer spending as the year 
progresses. 

Business capital investment has been an- 
other significant contributor to growth. 


Despite indications of an impending busi- 
ness slowdown, Canadian corporations have 
stepped up 1969 capital spending plans from 
intentions reported at the beginning of the 
year. 

The results of the recent DBS survey indi- 
cate that $17,356 million of capital expendi- 
tures by all sectors of the Canadian economy 
are being planned for this year. This total 
represents an increase of 1.8 per cent over 
the total of $17,046 million in intended capi- 
tal outlays reported at the beginning of 1969. 
This new level for the year is 10.7 per cent 
higher than the preliminary estimates of 
$15,678 million forecast in 1968. 

The expected further increase in capital 
spending in the current year is reflected in 
the totals for both residential and non-resi- 
dential types of construction but not in the 
estimates of purchases of new machinery and 
equipment. Expenditures on all new con- 
struction in 1969 are now expected to 
amount to $11,384 million, about 3.0 per 
cent higher than the earlier estimate of 
$11,034 million and about 12.0 per cent 
above the 1968 level of $10,136 million. The 
latest total for machinery and equipment, at 
$5,972 million, is only marginally lower than 
the first estimate of $6,012 million and 8.0 
per cent over the $5,542 million for 1968. 
Capital spending plans by all three levels of 
government have been scaled down slightly 
from early-year intentions. Originally spend- 
ing by governments and their supported in- 
stitutions was expected to rise by nearly 8.0 
per cent but now it is forecast to rise by 
approximately 7.0 per cent. The bulk of 
capital spending by government is at the 
provincial and municipal level. 

On the basis of this most recent survey, 
Ontario’s total investment will rise 16.3 per 
cent over 1968, instead of 15.5 per cent as 
indicated in the original January survey. 
This upward shift is the net effect of a small 
downward revision in government spending 
and an upward revision in business invest- 


. ment intentions. The following table indi- 


cates that manufacturing and housing in- 
tentions have been revised upward while the 
remaining non-governmental categories are 
down slightly. The chemical industry is re- 
sponsible for much of the gain in manufac- 
turing. 

The motivation behind this upturn in capi- 
tal investment is somewhat uncertain. Origi- 
nally it was connected to the sharp upward 
swing in profits at the end of 1968 and to the 
absence of investment growth during the 
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pulp and crude petroleum. Exports of wheat 
and flour have declined in the first six months 
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past two years. In recent months however, 
“inflation psychosis” has assumed a more 
important role causing decision-makers to 
disregard the severe tightening of money 
markets. At present, indications are that 
even the selective postponement of deprecia- 
tion allowances to capital investment in 
major Ontario centres has not produced the 
desired moderation and will simply add to 
escalating building costs. 

However, the rising costs of financing, the 
severe limitations on amounts of funds avail- 
able for new projects and the greater diffi- 
culties of self-financing as corporate profits 
after taxes level off, may lead to the pro- 
longing of certain projects now under way 
and the deferral of others that might have 
been initiated in late 1969 and 1970. 

Housing has been another major force 
in the economy’s active pace, particularly in 
the first quarter. The increase in residential 
construction began in the fourth quarter of 
1968. Ontario’s housing starts advanced 
strongly under the stimulus of increased 
lending activity and special government 
funds. Time lags in the initiation of con- 
struction, particularly of large apartment 
projects, carried the rising number of starts 
over into early 1969. Urban housing starts 
in Ontario, seasonally adjusted at annual 
rates, rose from a low point of 60,100 units 
in the third quarter of 1968 to 84,200 in the 
fourth quarter. In the first quarter of 1969 
the rate increased to 97,600 units, assuring 
sustained construction activity for at least 
the first half of the year. 

In April residential starts dropped back 
to 79,900, followed by a substantial reduc- 


tion in May to a seasonally adjusted level of 
45,300. In June starts levelled off at 63,900 
and have remained at approximately that 
level for the last three months. 

The reason for the downturn is obvious — 
scarce capital with its accompanying high 
rates of interest. Because of this a series of 
changes have been made in NHA legislation, 
including the removal of the rate ceiling. 
However there is no indication that these 
efforts will alter the downward trend in 
housing. 

Foreign trade has also played a prominent 
role in the growth of the economy this year. 
However, imports have set the pace in 
the first half of 1969, increasing 18.0 per 
cent over the total for the corresponding 
period in 1968 compared with an increase 
of 12.0 per cent for exports. As a result, 
the merchandise trade surplus has slipped 
to $196 million in the first half of 1969 
from $502 million in the first half of last 
year. 

As in 1968 the principal gains in dollar 
terms for both exports and imports have 
come from trade with the United States. 
Exports to the U.S. increased 17.0 per cent 
in the first six months of 1969 compared to 
the same period last year. Imports have also 
risen by 17.0 per cent. Higher exports to the 
U.S. accounted for almost all of the increase 
in total exports during the period. Similar to 
last year, the continued growth in shipments 
of motor vehicles and parts to the United 
States has made a significant contribution to 
the overall increase. Other commodities 
showing significant gains were lumber, wood 


of the comparable 1968 period when the 


deficit was $247 million. 

However, the capital account in the bal- 
ance of payments was in greater surplus 
than usual in the first half of 1969. With this 
larger surplus to counterbalance the in- 
creased current account deficit, the level 
of Canada’s reserves of foreign exchange 
amounted to U.S. $2,760 million at the end | 
of June 1969. The main item in the large 
influx of funds to Canada during this period 
was higher portfolio investment by non- 
residents. 


National Accounts 

According to a revised calculation of national 
income and expenditure accounts released 
recently by the Dominion Bureau of Statis- 
tics Canada has had a stronger economic 
growth rate since 1950 than past figures 
have indicated. The latest estimates show an 
expansion at an annual average rate of 5.1 
per cent between 1950 and 1968, not 4.5 per 
cent — based on 1961 constant dollars — as 
previously published. 

The revised accounts will provide a com- 
prehensive historical revision of the national 
income and expenditure accounts for the 
period 1926 to 1968 and will include much 
data not previously available, thus represent- 
ing an important improvement on the pre- 
vious set of accounts. 

The revised figures reflect changes in the 
Canadian method of calculating national 
accounts to conform with a system recom- 
mended by the United Nations. They incor- 
porate new information from the more re- 
cent census, new data from Department of 
National Revenue taxation returns and addi- 
tional information from the Corporations 
and Labour Unions Returns Act. A number 
of changes in definitions are included in the 


‘revised accounts to reflect more accurately 


income and expenditure allocations in the 
economy. For example, hospital expendi- 
tures are now included in government expen- 
ditures rather than consumer expenditures. 
Similarly hospital capital spending is now in- 
cluded as a portion of government capital 
expenditure rather than as an item of busi- 
ness gross fixed investment. 

In another change designed to improve 
constant-dollar estimates — price deflators 
for construction expenditures now include 
allowances for changes in productivity and 
profit margins. 

The revised national accounts reveal that 
in current dollars the gross national product 
has grown at an average annual rate of 
8.0 per cent, rather than the earlier reported 
figure of 7.6 per cent. Thus, the new figure 
of gross national product in 1968 is $71.45 
billion, or $4.08 billion more than the figure 
of $67.36 billion released earlier by DBS. 
The new gross national product level is 6.1 


_ per cent higher than the old figure. 


The new data also show that the ratio of 


personal saving as a percentage of personal 


disposable income is not as high as previously 
estimated. In 1968 the ratio was 7.6 per cent, 


not 9.0 per cent as reported earlier. Actual 


personal saving was $3,516 million, not 
$4,048 million. 

The growth rate for wages, salaries and 
supplementary labour income has also been 
underestimated. The annual rate of growth 
is now estimated at 8.7 per cent, not 8.1 


per cent. Personal income in 1968 was there- 


fore $55.17 billion, not $51.62 billion as 


originally stated. Corporation profits before 
taxes have also grown at a faster annual rate 
than previously reported. The new annual 
growth rate, covering the past 18 years, is 


estimated at 6.2 per cent, rather than the 


earlier reported 4.8 per cent. 

The comprehensive report providing de- 
tailed coverage on the revised basis for the 
years 1926 to 1968 is to be published later 
this year. 


“Perspective 1975” 


The sixth annual review of the Economic 
Council of Canada predicts that the eco- 


_ nomic boom of the Sixties should continue 
_ through to 1975 producing a remarkable 


improvement in Canadian living standards 
and national prosperity. The potential gross 
national product for 1975 is estimated at 
$100 billion in 1967 dollars, an increase’ of 


$34.4 billion over the 1967 level of $65.6 
billion. This would raise per capita output 
to $4,324 from $3,215 and would result in 
a 35.0 per cent increase in real living stan- 
dards in the eight year period. The average 
growth rate from actual output in 1967 to 
potential output in 1975 is estimated at 5.5 
per cent a year, compared to 5.1 per cent in 
the 1950-67 period and 6.0 per cent between 
1961 and 1967. This growth rate would in- 
crease the annual volume of production by 
fifty per cent. Of the 5.5 per cent about two- 
thirds will be derived from increases in 
labour and capital, and one-third from pro- 
ductivity improvement. 

One of the major sources of potential 
Canadian growth lies in the changing struc- 
ture of the population, now that the large 
number of babies born after World War II 
have begun to reach maturity. Prior to 1967, 
the population was increasing at a rate of 
two per cent per annum while the labour 
force grew by 2.6 per cent annually. The 
Council calculates that in the 1967-1975 
period population will increase by 1.7 per 
cent a year while the labour force will grow 
by 2.8 per cent — one of the highest growth 
rates among western industrialized nations. 
With an increasing proportion of the popu- 
lation available for productive work it will 
be necessary to expand business structures 
and equipment at a rate averaging over 5.5 
per cent a year, compared with 4.6 per cent 
in the 1960-1967 period. In addition, the 
quality of the flow of new entrants to the 
labour force should rise as a result of higher 
educational achievements. 

The council calculates that increased use 
of labour will contribute 2.5 per cent a year 
to real growth, compared with 2.4 per cent 
in 1960-1967, while the increased input of 
capital will contribute 1.2 per cent a year 
compared to 1.1 per cent. 

The council continues to assume that the 
average annual rate of unemployment can 
be reduced to three per cent of the labour 
force. This goal assumes a reduction not 
only in seasonal swings but also in regional 
disparities that have caused the jobless rate 
to fall to inflationary levels in fast-growth 
areas while remaining high in other regions. 
It is extremely unlikely that regional dis- 
parities could be eliminated by 1975. Even 
the most successful regional development 
policies — not yet apparent — would take 
more than six years to produce the desired 
results. 


The council also assumes — contrary to 
evidence in recent years — that an unemploy- 
ment rate of three per cent will produce an 
average annual rate of price increase of two 
per cent for all prices and only 1.6 per cent 
for consumer prices in the 1967-1975 period. 
The consumer index rose 2.8 per cent in 
1967, 4.1 per cent in 1968 and in August of 
this year was 5.1 per cent above the corres- 
ponding 1968 level. It is very unlikely that 
price increases in the remaining years will 
be small enough to produce a 1.6 per cent 
average for the entire period. 

These estimates together with a 1.8 per 
cent average annual productivity improve- 
ment provide the 5.5 per cent annual in- 
crease in capacity required to bring potential 
output to $100 billion by 1975. The capital 
investment needed to finance this growth is 
quite large — business fixed investment would 
have to rise from $12.5 billion in 1967 to 
$19.7 billion in 1975. However, the average 
annual increase of 5.9 per cent is in line with 
the historical trend and below the 8.1 per 
cent annual increase in the 1961-1967 period. 

One of the most crucial assumptions 
underlying this strong performance is that 
the export market will remain strong. Ex- 
ports provided the foundation of Canada’s 
economic expansion in the sixties and the 
country could not hope for continuing 
strength if the large export industries were 
depressed. 

The volume of consumer expenditure is 
expected to rise by more than fifty per cent 
between 1967 and 1975. The average annual 
increase is projected at 5.3 per cent. This 
would increase total consumer spending in 
Canada from $39 billion in 1967 to $59 
billion (1967 prices) in 1975. Combined 
with the 1961-1967 high-growth period, the 
Council states that this would represent the 
longest, strongest sustained increase in con- 
sumer expenditure over the forty years for 
which statistics are available. On a per 
capita basis, consumer spending would rise 
by 3.6 per cent per annum to 1975, one of 
the most rapid rates of advance in the post- 
war period. 

Nevertheless the consumer sector will de- 
cline in importance, partly because of a shift 
in some expenditures, such as on health care, 
from the private to the government sector. 
Consumers spent 64.3 per cent of gross 
national expenditure in 1961 and 59.4 per 
cent in 1967. By 1975, the council expects, 
consumers will account for only 56.6 per 
cent of all spending. 
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Air Pollution and the Utilization of Natural Gas 
in Automotive Vehicles 


Aspects of Environmental Air Pollution 

In the course of his evolutionary process, 
man has been exposed to the forces of the 
natural environment. In many cases, he has 
successfully adapted to or coped with forces 
such as climate, meteorological conditions, 
predatory animals and microbiological pre- 
dators. With increasing population and popu- 
lation density the man-made environment, to 
a large degree incapable of automatic re- 
newal, is changing into a self-created enemy 
of man, in the form of air, water, soil, sonic 
and scenic pollution. Pollution results partly 
from greater intensity of use of the environ- 
ment and the altered nature of wastes retard- 
ing or even prohibiting the natural process 
of environmental restoration. 

Environmental air pollution constitutes a 
condition of the ambient air caused by the 
presence of substances, emitted by human 
activities, in forms and concentrations suffi- 
cient to interfere with comfort (nuisance 
effects of odors and soot), safety (decreased 
visibility), health (mainly respiratory ill- 
nesses), the full and undisturbed usage and 
value of property (corrosion and tarnish) as 
well as with animal life and vegetation. 

Chemical interactions of compounds re- 
leased to the atmosphere create through cata- 
lyses, condensation, oxidation, photo-chemi- 
cal and free radical reactions, polymerisation 
and reduction new pollutants most of which 
have not been identified as yet. Atmospheric 
pollutants comprise solid and liquid parti- 
culate matter, in the forms of dust and aero- 
sols, gases and vapours, in the forms of 
oxides, halides, organic and hydrogen sul- 
fides, photo-chemical decomposition pro- 
ducts, such as ozone, oxidants, peroxyacetyl 
nitrate and olefin, carbon monoxide, poly- 
cyclical hydrocarbons, aldehydes and other 
organic vapour contaminants, such as formal- 
dehyde, acetaldehyde and acrolein. Carbon 
dioxide, playing an important part in the 
photosynthesis of green plants, is presently 
not regarded as a pollutant; however, with 
increasing releases from mainly combustion 
processes, carbon dioxide may become a pol- 
lutant in certain geographic locations and 
under certain conditions, since it is able to 
act as an atmospheric “blanket” causing ab- 
normal temperature build-up. 

A number of problem areas complicate 
pollution prevention and abatement 
measures. Lack of knowledge and problem- 
consciousness, inability to foresee the short- 
and long-term consequences of human 
activities, lack of individual respect and res- 


ponsibility for the preservation of common 
resources and the environment characterize a 
large portion of the so-called public opinion, 
behaviour and attitude toward air and other 
forms of pollution. 

At the governmental level, comprehensive, 
coordinated and target-oriented pollution 
reduction and prevention is often over- 
shadowed, retarded and_ sidetracked by 
fragmented interests, differences in opinion 
about jurisdictional competence, political 
ambitions and contentious opinions about 
the attraction, location and relocation of in- 
dustry. In addition, a common belief that all 
or most of society’s problems can be ‘legis- 
lated away’ is apt to discourage spontaneous 
action on the part of those responsible for 
air and other pollution by retarding or pre- 
venting their private efforts to combat pollu- 
tion. 

It is often disregarded that not only air 
quality standards but also the enforcement, 
the measurement of the effectiveness and 
remedies for the violation of such standards 
are of equal significance. In designing pollu- 
tion prevention and abatement legislation 
and criteria, disagreement prevails as to the 
approach to be taken against pollution. By 
limiting the percentage content of pollution- 
causing substances in fuels, only short-term 
benefits, if any, can be expected since the 
mere growth in fuel consumption may com- 
pensate or even oOvercompensate for the 
effects of fuel specifications. 

In view of imminent governmental anti- 
pollution measures, industry often expresses 
more concern about the preservation of the 
somewhat nebulous concept of free enter- 
prise and competition, than about the pre- 
vention or abatement of air and other pollu- 
tion. An unjustifiably narrow profit concept 
often tends to disregard socio-economic costs 
arising from environmental pollution. 

Among scientists disagreement prevails as 
to the levels of tolerance to be applied to pol- 
lution prevention and abatement standards. 
Lacking consensus about the necessity of 
concentrating on those pollutants which 
should be monitored and related to health 
and other measures is another problem area 
tending to retard anti-pollution action. The 
influence of meteorological factors adversely 
affects the interpretation of air pollution data 
and the validity of monitorings. This problem 
is aggravated by the difficulty of identifying 
and quantifying environmental pollutants 
caused by human activities, by natural 
phenomena as well as by occupational and 
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personal pollution. Oxides of nitrogen and 
certain photo-chemical decomposition prod- 
ucts are formed by electrical discharges of 
storms but also result from combustion pro- 
cesses. The present state of the art frequently 
does not allow for the establishment of a 
functional relationship between the use of 
certain substances, the pollutants released 
from such substances and the effects of such 
pollutants on man and his environment. The 
success and effectiveness of enforcing air 
quality criteria often cannot readily be iden- 
tified and measured — if at all — which casts, 
in many instances, some doubt on the neces- 
sity, validity and justification of such criteria. 

Consequently, the need prevails for re- 
search into the prevention or reduction of air 
pollution in order to establish effective, 
meaningful and economic anti-pollution poli- 
cies and measures. Governmental and gov- 
ernment-sponsored research may have to be 
re-oriented and directed towards fields where 
socio-economic benefits exceed and precede 
private profit motives as well as certain some- 
what questionable achievements of so-called 
technological progress. Co-operation be- 
tween the public and government is expected 
to enhance the success of anti-pollution 
actions. The response to governmental air- 
pollution prevention and abatement policies 
and measures has been far from unequivocal, 
however there are a number of encouraging 
developments in some industries reflecting 
interest and problem-consciousness. Recent 
developments in the field of air pollution 
caused by automotive vehicles have been in- 
vestigated and serve as an expression of in- 
dustrial participation in preventing and re- 
ducing such pollution. 


AUTOMOTIVE VEHICLE FUELS 
OTHER THAN GASOLINE AND 
DIESEL FUEL 

In a number of continental European coun- 
tries, electric battery-powered and LPG 
(liquefied petroleum gases) fuelled delivery 
and pick-up trucks have been a common 
sight for a number of years. The North 
American interest in electric cars is reflected 
in research and development activities of 
auto producers and other interested parties. 
Favoured by the construction and operation 
of LNG facilities (for liquefaction, storage 
and vaporization) and by its chemical prop- 
erties, natural gas, in both its liquefied and 
gaseous state, is developing into a potential 
automotive fuel. Marketing efforts to find 
additional applications for natural gas, the 


oe 


construction of LNG facilities and the eco- 
nomic necessity of their optimum utilization 
are now meeting with pollution prevention 
and abatement policies and measures, and 
are creating a growing market potential for 
LNG ranging from its usage as a rocket fuel 
to its utilization in internal combustion en- 
gines of automotive vehicles. 

At present, tests and investigations of 
various techno-economical aspects of LNG 
utilization in automotive vehicles are still 
continuing. Thus, the following presentation 
is merely to evaluate past experience of LNG 
utilization acquired on the basis of tests. In 
addition, mention is made of investigations 
of the use of compressed natural gas. 


Utilization of LNG in Automotive Vehicles 
Although the utilization of LNG pertains to 
heavy trucks and passenger cars, the follow- 
ing investigation is restricted to pick-up 
trucks and passenger cars. 
The utilization of LNG in pick-up trucks 
and in passenger cars creates special re- 
quirements. For this purpose the gasoline- 
powered engines of the contemplated 
vehicles were modified, and instead of con- 
ventional fuel tanks specially designed LNG 
_tanks were installed. Engine modifications 
included the following: each of the vehicles 
was equipped with a cylindrical thermo- 
insulated double tank (cryogenic tank) with 
an operating pressure of about 30 psig and 
a volume of 7.9 gallons! and 49.96 gallons 
respectively depending on the application. 
The inner tank consists of stainless 9 per 
cent nickel steel. The space between the 
_ inner and the carbon steel outer tank is filled 
with perlite. LNG stored at atmospheric 
pressure leaves the fuel tank and enters a 
heat-exchanging copper tube serving as a 
pre-vaporizer in which the temperature of 
the ambient air and the engine exhaust heat 
initiate the conversion of the natural gas 
from its liquid into the gaseous phase. A 
copper fuel pipe carries the pre-vaporized 
_ LNG into an air cooler for complete vapori- 
zation. A specially installed gas regulator 
controls the inflow of the natural gas carbu- 
retor for complete blending of natural gas 
with air during which evaporation losses are 
practically eliminated. The cooling energy 
set free by the vaporizing LNG sub-cools 
the combustion air and creates a fuel-com- 
bustion air mixture 15 per cent more dense 
than the comparable mixture in conventional 
gasoline operation. 


1 gallon = Imperial gallon (throughout 
this article). 


Under normal storage conditions — 14.75 
psia and -258°F, the vaporization of one gal- 
lon of LNG into 10.03986 cubic feet of 
vapor at -250°F absorbs 924.724 BTU per 
gallon vaporized. Raising the temperature of 
the above 10.03986 cubic feet from -250°F 
to 60°F will absorb another 653.311 BTU 
per gallon. Therefore, the total heat-sink 
capacity! of LNG is 1,578.035 BTU per 
gallon under the assumed conditions. 

In order to adjust the valve action of the 
engine to natural gas — which has slower 
combustion characteristics than gasoline, 
and for a more complete combustion of the 
natural gas, a special camshaft was installed 
producing about 10-15 per cent more dwell? 
(compared with gasoline operation). A slight 
adjustment of the ignition time of the 6- and 
V-8 cylinder engines used is also required. 
Finally, the engine heads were milled in 
order to increase the compression ratio to 
between 10:1 and 14:1. 

These were the actual modifications and 
installations. Depending on the vehicle, they 
required expenditures of up to U.S. $500 
(Cdn. $1 = U.S. $0.9275) of which the cryo- 
genic tank accounted for some U.S. $300. 
Economies of scale may reduce the required 
expenditures to about U.S. $300 per vehicle. 


The Use of Compressed Natural Gas in 
Pick-up Trucks and Passenger Cars 

Similar to LNG, utilization of compressed 
natural gas is suited for pick-up trucks and 
passenger cars. 

At the end of November 1968, the first 
test results became available regarding the 
utilization of compressed natural gas in con- 
ventional gasoline engines. Within a series 
of tests the following four vehicles were 
converted to dual-fuel operation: 1 pick-up 
truck (1968 model); 1 passenger car (1965 
model) without exhaust control devices and 
1 passenger car (1966 model) with exhaust 
control devices; an additional passenger car 
(1968 model) which could be fuelled with 
either LNG or gasoline. 

In addition to the already existing gaso- 
line tank, each of the first three cars was 
equipped with a natural gas pressure vessel 
with an operating pressure of about 2,000 
psig. In the fourth vehicle, a 49.96 gallon 
LNG tank — as described above — was in- 
stalled in addition to the conventional gaso- 
line tank. The LNG tank holds at -258°F a 
natural gas equivalent of 5 MSCF°. 

In the gasoline/natural gas-fuelled 
vehicles, compressed natural gas is released 


lability of a solid, liquid or gaseous matter 
to absorb heat. 

2 torque. 

31,000 standard cubic feet. 


from the pressure storage vessel during 
operation at moderate and frequently varying 
speeds in heavy traffic and during traffic con- 
gestion, when the emission of noxious 
engine-combustion products is particularly 
critical. When operated outside this critical 
phase, a switch located on the instrument 
panel shuts off the natural gas supply and 
opens the gasoline fuel pipe. During the 
operation on natural gas, gas is released from 
the pressurized storage vessel and flows in a 
high-pressure fuel pipe to a series of pres- 
sure-relief valves. From there natural gas 
flows through an “on-off” solenoid valve 
into the natural gas/air blender. The only 
essential modifications consist of the installa- 
tion of the natural gas pressure tank, the 
solenoid valve and carburetor modifications. 


OPERATING EXPERIENCE WITH 
LIQUEFIED AND GASEOUS 
NATURAL GAS AS ENGINE FUEL 

The most important operating experience 
with LNG and compressed natural gas as 
automotive engine fuel is reflected in a sig- 
nificant reduction of the air-pollution-causing 
exhaust emissions. 


Reduction of Air Pollution Through LNG 
For the 1967 model passenger cars the re- 
spective government agencies have limited 
the emissions of unburnt hydrocarbons to 
275 ppm! and of carbon monoxide to 1.5 
per cent by volume. Compared to these stan- 
dards the following values were reached 
during LNG operation: 


Unburnt Carbon 

Hydrocarbons Monoxide 

ppm per cent 
Cold start 114.3 0.11 
Warm start 109.0 O12 


The following end values were reached as 
a result of the indicated installations and 
modifications: 1) After installation of a 
natural gas carburetor and increase of the 
compression ratio — 175 ppm; 2) After in- 
stallation of an air-cooling vaporizer — 160 
ppm; 3) After installation of a special cam- 
shaft — 111-112 ppm. LNG operation and 
installation of a natural gas carburetor re- 
duced the carbon monoxide of the exhaust 
from about 1.45 per cent to 0.2 per cent. 
Increase of the compression ratio reduced 
the carbon monoxide value to 0.11 per cent. 

Apart from these compounds, the reac- 
tivity index was determined as an additional 
exhaust criterion. This index indicates the 
relative activity of the engine exhaust in its 
effect as origin of photochemical oxidation. 


1parts per million. 


Air Pollution and the Utilization of Natural Gas in Automotive Vehicles 


The following was determined: other lower aldehydes are produced through 


Aromatics _ Olefins Paraffins Reactivity Index? incomplete oxidation of motor fuel and 
Pe Tae lubricating oil and contribute to eye irri- 
Passenger Car! 42 376 292 710 tation. 
Pick-up Truck 84 344 258 686 Oxides of nitrogen penetrate the peri- 


pheral airways and cause irritation. They 
also contribute to reduced visibility and to 
corrosion and other forms of deterioration 
of a number of materials. The reduction of 
the oxides of nitrogen belonging to the most 
noxious engine-exhaust compounds is an 


11968 model, without engine exhaust modifications. 
2Gasoline engines without exhaust-control devices reached reactivity indexes as high as 4,535. 


Exhaust Levels for 1968 Model Vehicles 
Unburnt Hydrocarbons 


Carbon Monoxide 


Beginning After Beginning After important task 

of Test 42,000 miles of Test 42,000 miles miles In addition to exhaust emissions from in- 
Gasoline 225 ppm 240 ppm 1.0 percent 1.2 percent ternal combustion engines, smog-forming 
LNG 118 ppm 93 ppm 0.17 per cent 0.21 percent Pollutants also result from evaporative emis- 


The values given for LNG operation 
appear to be representative for the respec- 
tive companies performing the tests. Through 
further modifications of the respective 
vehicles it appears possible to reach the 
exhaust values given previously. 

The LNG used in these tests has been — 
with the exception of nitrogen — purged of 
the following trace elements prior to lique- 
faction: acid gases; carbon dioxide; heavy 
hydrocarbons (including propane and bu- 
tane); sulphur and water. Thereafter, the 
LNG consisted of about 92 per cent methane, 
6-7 per cent ethane and | per cent nitrogen. 

The exhaust emissions mentioned should 
indicate the potential of the use of LNG as 
automotive fuel. 


REDUCTION OF AIR POLLUTION 
THROUGH COMPRESSED 
NATURAL GAS 


Similar to the operation with LNG, com- 
pressed natural gas utilized as engine fuel 
offers a significant advantage in reducing 
the release of noxious vehicle emissions. 

After continuous tests, the following re- 
sults were obtained for the 1965 and 1968 
model cars: 


The following table indicates the percent- 
age reduction of the exhaust levels achieved 
by the utilization of compressed natural gas 
as compared to gasoline: 


Model 
1965 1968 
Rew @entam ber Cent 
Carbon Monoxide 96.8 80.0 
Olefins 95.4 92.0 
Other unburnt 
hydrocarbons dee 28.3 
Total unburnt 
hydrocarbons 83.9 60.2 
Nitrogen Oxides 74.4 48.2 


Carbon monoxide combines with blood 
hemoglobin some 210 times faster than 
oxygen, thereby reducing the blood’s oxygen- 
carrying capability and possibly leading to 
autoxia. Internal combustion engines are 
regarded as the main source of carbon mon- 
oxide pollution. 

Among the unburnt hydrocarbons, olefins 
contribute most strongly to the formation 
of photochemical smog. Some of the poly- 
cyclical hydrocarbons have carcinogenic 
properties and contribute to smog formation. 
Formaldehyde, acetaldehyde, acrolein and 


Compressed Air Quality 
Natural Gas Standards Gasoline 
Model Model Model 
1965 1968 1968 1965 1968 
Carbon Monoxide 0.14% 0.13% Logo 4.40% 1.30% 
Olefins 13.3 ppm 8.8 ppm — 289.0 ppm 110.5 ppm 
Other unburnt 
hydrocarbons 119.7ppm 79.2 ppm — 536.0 ppm 110.5 ppm 
Total unburnt 
hydrocarbons 133.0ppm 88.0 ppm 275 ppm 825.0 ppm 221.0 ppm 
Nitrogen Oxides 337.0 ppm 554.0ppm — 1,315.0 ppm 1,070.0 ppm 


sions of gasoline. By lowering the volatility 
of gasoline, such evaporative emissions can 
be reduced, however, only at the expense 
of increasing exhaust emissions. Instead of 
changing the volatility, the composition of 
gasoline could be altered in order to reduce 
evaporative emissions without inducing an 
increase in exhaust emissions. 


COMPARISON OF THE OPERATING 
COSTS BETWEEN GASOLINE AND 
LIQUEFIED AND COMPRESSED 
NATURAL GAS 

In addition to the reduction of engine ex- 
haust emissions, a relevant contribution of 
natural gas as automotive fuel can be seen 
in the reduction of fuel costs as compared to 
the utilization of gasoline. Compared to gaso- 
line operation, power development and 
acceleration are similar in the case of LNG 
operation. The lower specific gravity of 
LNG — compared to gasoline — compensates 
for the additional weight of the LNG tank. 
Similarly, the low specific weight of com- 
pressed natural gas causes a certain reduction 
of the weight increase resulting from the in- 
stallation of a second fuel tank. 


Gasoline Versus LNG 

During continuous operation at various 
test speeds averaging 40 mph, gasoline con- 
sumption was 0.047447 gallons per mile and 
LNG consumption 0.066348 gallons per 
mile. The last figure does not include boil- 
off losses of some two per cent per 24 hours 
of the tank content for idling vehicles. In 
the case of idling, the total tank content of 
7.91046 gallons would evaporate in about 
1,200 hours. This rate of loss was experi- 
enced by one company utilizing LNG. On the 
contrary, another company stated that no 
boil-off occurs during a night’s stand-still of 
the dual-fuelled vehicle (LNG/gasoline) as 


the large cryogenic tank (49.9608 gallons) is 
capable of withstanding the rise in pressure 
caused by LNG vaporizing in the tank during 
the vehicle’s down-time. The LNG fuel line 
is designed so that, when the internal tank 
pressure rises above normal atmospheric 
pressure due to heat leaking into the tank, 
the vaporized LNG can be used for initial 
engine startup. After the combustion of the 
accumulated gas vapours the internal tank 
pressure — increased by heat penetration — 
decreases again to atmospheric pressure. 

In the case of the first-mentioned com- 

pany, vehicle stand-still caused a two per 
cent loss of the tank volume during a 24- 
hour period. If a daily vehicle utilization of 
one hour is assumed, during which boil-off 
losses do not occur, then instead of 0.158209 
gallons per 24 hours, only 0.151616 gallons 
per 24 hours would be lost. At LNG cost of 
U.S. 10.20799 cents per gallon and at a daily 
driving distance of 40 miles a boil-off cost 
of 0.03869 cents per mile will be incurred. 
At the LNG cost and daily driving distance 
referred to, the straight fuel cost amounts 
to 0.67728 cents per mile. In comparison 
with this cost, gasoline cost excluding taxes 
amounts to 27.50153 cents per gallon and 
the corresponding comparable straight gaso- 
line cost is 1.30486 cents per mile. 
_ If vehicle modification expenditures of 
U.S. $500 per vehicle are assumed, a vehicle 
lifetime of five years and interest of six per 
cent per annum, then, at straight-line depre- 
ciation, the annual amortization cost is U.S. 
$118.767, i.e. 0.81340 cents per mile. It is 
assumed that the capital costs of the vehicles 
fuelled with LNG and gasoline are otherwise 
equal. Therefore the mileage cost for LNG 
operation amounts to: 


US. cents 

per mile 

0.81340 Amortization cost 
0.67728 Straight LNG fuel costs 
0.03869 Boil-off cost 

2937 Total operating cost 


| In comparison, gasoline cost exclusive of 
‘taxes is 1.30486 cents per mile. 

_ Ata reduction of the vehicle modification 
cost from U.S. $500 to U.S. $300 per 
vehicle, amortization cost for LNG operation 
is 0.48804 cents per mile, and total operating 
cost amounts to 1.20401 cents per mile. In 
‘both instances, lower LNG maintenance 
costs (compared to gasoline operation) were 
‘not considered. 


The LNG production cost in Southern 
California amounts to:. 


32.6 cents per MCF 
16.3 cents per MCF 
+ 8.6 cents per MCF 
57.5 cents per MCF 


NG purchasing cost 
Liquefaction cost 
Storage cost 


Total cost 


Volume discounts can reduce the LNG 
cost to 7.20564 cents per gallon and the total 
operating cost under the assumed conditions 
to 0.99343 cents per mile. 


Gasoline Versus Compressed Natural Gas 
Tests of dual-fuelled vehicles (gasoline 
and compressed natural gas) resulted in 
an average natural gas consumption of 
6.9444 cu. ft. per mile. At natural gas cost 
(low volume consumers) of U.S. 75 cents 
per MCF, straight natural gas fuel cost was 
0.5208 cents per mile. Operation with gaso- 
line required 0.06122 gallons per mile, the 
cost of which exclusive of taxes amounted to 
27.50153 cents per gallon or 1.6836 cents 
per mile. 

At vehicle-modification expenditures of 
U.S. $300 required to convert each of the 
contemplated vehicles to dual-fuel operation 


(reduction to at least $220 per vehicle is 
possible), at a lifetime of five years, an in- 
terest rate of six per cent per annum, straight- 
line depreciation and at a daily driving dis- 
tance of 40 miles, the average specific amor- 
tization cost is 0.48804 cents per mile. At 
modification expenditures of U.S. $220 per 
vehicle, the average specific amortization 
cost would be 0.35788 cents per mile. There- 
fore, the total operating costs (fuel plus 
amortization) amounts to 1.00884 cents per 
mile and 0.87868 cents per mile respectively. 
For the above comparison, the lower engine 
performance for natural gas operation (com- 
pared with gasoline) has not been considered. 
Compared with the calculated operating 
cost of natural gas operation, the cost of 
gasoline exclusive of taxes amounts to 1.6836 
cents per mile. Therefore, depending on the 
magnitude of the vehicle-modification expen- 
ditures, the use of natural gas provides oper- 
ating cost savings of 0.67476 cents per mile 
and 0.80492 cents per mile respectively. In- 
creased driving distances per day reduce the 
specific amortization cost correspondingly. 


CONCLUSIONS 


In summary, the calculated values from the 
comparison of operating costs are presented. 


Operating Costs for the Utilization of LNG and Gasoline 


Modification Expenditures of 


U.S. $500 


U.S. $300 


No Modification 
Expenditures 
Gasoline 1.30486 cents per mile 
LNG 
Difference 


1.52937 cents per mile 
—0.22451 cents per mile 


1.120401 cents per mile 
+0.184459 cents per mile 


Operating Costs for the Alternate Utilization of Compressed Natural Gas and Gasoline 


No Applicable 

Modification Modification Expenditures of 

Expenditures U.S. $300 US. $220 
Gasoline 1.6836 cents per mile 
NG 1.00884 cents per mile 0.87868 cents per mile 
Difference +0.67476 cents per mile -+0.80492 cents per mile 


4+ = Calculated savings compared with gasoline utilization. 
— = Calculated additional costs compared with gasoline utilization. 


a 


Air Pollution and the Utilization of Natural Gas in Automotive Vehicles 


As mentioned, the most significant contri- 
bution of the use of LNG and compressed 
natural gas as automotive fuel compared to 
gasoline can be seen in the large reduction 
of air pollution caused by automotive vehicle 
emissions in the form of unburnt hydrocar- 
bons, carbon monoxide and nitrogen oxides. 
The utilization of LNG in modified gasoline 
and diesel engines offers operating charac- 
teristics comparable to the use of gasoline or 
diesel oil. This has been demonstrated in 
road and dynamometric tests. Instead of con- 
verted gasoline or diesel engines, specially 
designed LNG engines are capable of in- 
creasing the advantages offered by LNG 
utilization. In addition, with large-scale pro- 
duction of cryogenic tanks and improved 
thermo-insulation of these tanks it is possible 
to reduce the vehicle capital cost in the case 
of LNG utilization. The cleanliness of LNG 
reduces cylinder impurities and lessens the 
necessity for frequent oi! changes and spark 
plug cleaning. 

The combustion of compressed natural gas 
in dual-fuel systems as in the case of LNG, 
reduces the costs of oil changes and addi- 
tional maintenance compared to gasoline 
utilization. In addition, natural gas offers fuel 
cost savings. Compared to gasoline the 
favourable combustion characteristics of 
natural gas reduce the formation of oil slurry 
and the dilution of engine oil. Moreover, 
natural gas does not act as an oil solvent 
when passing the cylinder rings (especially 
when the engine is idling). 

Compared to gasoline, combustion of 
natural gas offers a quieter engine run, as 
natural gas enters the carburetor in gaseous 
state and is continuously and uniformly 
mixed with air. Contrary to natural gas utili- 
zation, gasoline does not always completely 
vaporize and consequently does not burn 
evenly. 

An additional advantage results from the 
relatively high octane rating of about 130 
for natural gas without the addition of 
tetraethyl lead or other additives. This elimi- 
nates the emission of lead compounds into 
the atmosphere and leading of the engines. 


Technical Problems 

Particular technical problems arise from the 
use of LNG in automotive vehicles through 
the increase in fuel tank pressure caused by 
vaporizing LNG, to be more exact, methane 
whose boiling point is lower than that of 
ethane, propane and butane. One of the ex- 
periments reported daily boil-off losses of 


about two per cent of the LNG tank volume. 
In the case of the trucks, improved tank in- 
stallation and fuel-system design have re- 
sulted in boil-off losses being negligible for 
up to 2-3 days during vehicle stand-still. 
Another company indicated that for a stand- 
still period of approximately 10 hours LNG 
losses did not occur at all. During extended 
periods of vehicle down-time, the installed 
pressure-relief valves will cause significant 
LNG losses. Therefore, it is advantageous to 
realize the highest possible vehicle utiliza- 
tion per tank fill. 

The presence of heavy hydrocarbons hay- 
ing a higher boiling point than methane, 
particularly ethane, propane and_ butane 
(amounting to as much as 5-11 per cent of 
LNG) can cause serious problems. If LNG 
is exclusively or predominantly withdrawn 
from the upper part of the fuel tank, then 
the engine burns essentially methane. After 
several refills heavy hydrocarbons can con- 
centrate in the lower part of the fuel tank. If 
such heavy LNG compounds reach the 
engine cylinders, a detonation in the cylinder 
heads is likely to occur. Therefore, an LNG 
anti-enrichment system is recommended 
which withdraws LNG from the lower part 
of the tank and which uses the latent heat 
of vaporization of the LNG for the compen- 
sation of the heat conduction into the tank. 

Compared to liquid engine fuels (e.g. 
gasoline, diesel oil and kerosene) LNG has a 
lower heating value per volume unit. Com- 
pared to a gross heating value of 153,726 
BTU per gallon for gasoline, LNG has 103,- 
381 BTU per gallon. 

In dual-fuel systems, the utilization of 
compressed natural gas causes a reduction 
in power development compared with gaso- 
line. The installation of a natural gas pres- 
sure storage vessel in addition to the gasoline 
tank reduces the pay load of the vehicle and 
the available storage area. This, in turn, is 
reflected in the specific fuel consumption of 
the respective vehicles. 

In most cases, refuelling of dual-fuel sys- 
tems has to take place at separate locations 
(retail pump outlets and natural gas distri- 
butors). This can result in additional fuel 
costs and can cause a more or less strong 
dependence on the availability of natural gas. 
In case of LNG utilization, the availability 
does represent an even more serious bottle- 
neck. Problems of safety and reliability of 
LNG and natural gas utilization arise in the 
case of vehicle collisions. 


In any case, the problems referred to wil 
strongly prohibit a massive penetration o! 
the gasoline and diesel oil markets by LNG 
and natural gas in the near future. However 
it is relevant that LNG and compressec 
natural gas as automotive fuels are capable 
of materially reducing air pollution causec 
by automotive vehicle emissions. This in- 
herent objective capability may very wel! 
stimulate the efforts of the petroleum and 
vehicle industry to reduce air pollution 
caused by engine emissions. 


OUTLOOK 

LNG and compressed natural gas as engine 
fuels may find a certain market potential in 
industrial and commercial applications, 
where companies operate a relatively large 
fleet of vehicles which in turn have a high 
degree of vehicle utilization. Examples are: 
urban transportation, taxis, mining, road- 
construction and trucking operations. 

Second and subsequent generations of 
supersonic airplanes may turn out to be 
another potential LNG market. If the prob- 
lems of space utilization, safety aspects and 
vaporization losses (after take-off) can be 
solved satisfactorily LNG could substantially 
reduce pollution caused by airplanes. It has 
been stated that during take-off, a four- 
engine jet releases pollutants equivalent to! 
those emitted by some 900 passenger cars. 
Yet, air pollution caused by air traffic has 
not been given adequate attention compared 
to pollution caused by automotive vehicles. 
Air traffic pollution cannot or only to a small 
extent be influenced by provincial govern- 
ments. Provincial anti-air pollution policies 
and measures remain discriminatory and to 
some extent ineffective, so long as the federal 
government fails to reduce aircraft pollution. 

Additional LNG utilization also may) 
occur in gas turbine trains. The heat-sink | 
capacity of LNG during vaporization can be 
used for air conditioning of passenger cars, 
for cooling of freight cars and for subcooling 
of the turbine combustion air. Finally, 
switching locomotives, waterborne carriers, | 
agricultural machines, fork lift trucks, emer-. 
gency power generators, fuel cells and stor-' 
age facilities of gas utilities may become. 
LNG consumers. 

Anti-air pollution policies and measures | 
are expected to benefit from the develop- 
ments described. It would appear that gov- 
ernments would be well advised to co-oper- | 
ate closely with private citizens, corporations, 
and other governments in order to establish 


fective, realistic, coordinated and compre- _ desirable than to abate pollution which has as dispersion does not prevent air pollution 
hensive anti-pollution policies and measures already occurred. In the field of air pollution, but merely distributes pollutants more finely 
observing socio-economic benefit-cost as- dispersion of pollutants at relatively high alti- and over a larger geographical area than 
pects. To prevent pollution seems to be more tudes appears to offer only short-term relief, under undispersed conditions. 
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Coincidental and Lagging Indicators 


Average Yield of 3-Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) Per Cent 
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About the Review 

The feature article for the November/ 
December edition of the Ontario Economic 
Review presents an analysis of population 
growth trends in the Economic Regions 

and Counties of Ontario since the turn of the 
century in general and from 1921 to 

1966 in particular. 

Population growth has always been a 
matter of great interest in Ontario, as 
elsewhere, since the demand for social 
capital and private capital investment is 
dependent to a large extent on the size of the 
population. In the past, investment plans 
have usually been based on the assumption 
that current trends would continue. However 
to anticipate any possible change in these 
trends it becomes desirable to examine each 
of the individual factors affecting population. 
In this article an attempt has been made to 
point out some of the changing demographic 
trends and their notable effects on the 
composition of Ontario’s population. 

This article, an extract from a more 
detailed study, was prepared by 
Mr. R. Kogler, Economist with the 
Economic Analysis Branch, Economic and 
Statistical Services Division, Department 
of Treasury and Economics. 


Indicator Charts, Pages 18-20 

Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 18-20 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘LI’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


The Ontario Economy 


According to most key indicators the Ontario 
economy is quite buoyant and growing at a 
faster rate than the national average. Aver- 
age weekly wages and salaries in manufactur- 
ing rose 8.1 per cent to $128.80 in the 12 
months ending last July. In Canada, the 
average rose 7.9 per cent to $122.25. Retail 
trade in the first eight months of 1969 is up 
8.6 per cent in Ontario and up 6.4 per cent 
in Canada as a whole. Capital investment in 
Ontario in 1969 is expected to increase by 
16.3 per cent over last year while an increase 
of 10.7 per cent is forecast for all of Canada. 
Unemployment in the province fell to 3.1 
per cent in September, down from 3.4 per 
cent one year earlier. This compares very 
favourably with rates of 5.0 per cent for 
Canada as a whole in September 1969 and 
4.8 per cent in September 1968. 

The one notable exception to Ontario’s 

pace-setting performance has been housing. 
Urban housing starts in Ontario are up only 
9.0 per cent in the first nine months of the 
year, compared to a national increase of 17.2 
per cent. 
_ The most prominent feature of the Pro- 
vincial and Canadian economy in the second 
aalf, however, continues to be increasing 
wages and prices. The Canadian Consumer 
Price Index rose once again during the month 
of October, to a level 4.4 per cent above that 
of October 1968. The housing, clothing, 
aealth and recreation components contri- 
buted significantly to this latest increase. This 
‘evel of year-to-year price increase is down 
slightly from the more-than-five per cent 
annual increases recorded in June, July and 
August of this year but is still far above 
acceptable levels. 

In an attempt to combat inflation and in- 
dationary expectations the federal govern- 
ment introduced tight monetary policy 
measures early in the spring of this year. 
Since then, there has been virtually no in- 
crease in the money supply and very high 
interest rates combined with reduced govern- 
ment spending and a moderate degree of 
fiscal restraint. However, due to the inevi- 
table lags between policy actions and ultimate 
results there is only limited evidence of a 
slowing rate of inflation at this time. Although 
2conomic policies appear to be working as 
tended and an adjustment has begun to 
take place in the Canadian economy, mea- 
surement is difficult because of the extensive 
labour strife. 

_ Another significant factor influencing the 
success of anti-inflationary policies is the 


effectiveness of similarly initiated and imple- 
mented policies in other countries, particu- 
larly the United States. Policies of economic 
restraint were introduced in the United States 
much earlier than in Canada and the effects 
of these policies are now becoming apparent. 
In September U.S. nationwide unemployment 
rose, a very slim gain was recorded for per- 
sonal income and for the second month in a 
row the index of industrial production de- 
creased. Moreover, preliminary figures on 
third quarter gross national product confirm 
weakness in housing activity, sluggishness in 
consumer spending and an essentially side- 
wards trend in federal government expendi- 
tures. With policies of restraint becoming 
effective in the U.S., some moderation in the 
rise in U.S. prices is expected by early 1970. 
Thus, the inflationary impetus for the expan- 
sion of Canadian exports to the U.S. will 
begin to subside. Since the Bank of Canada 
will likely continue its restrictive monetary 
policy in the remaining months of 1969 the 
Canadian economy should continue to oper- 
ate in an atmosphere of slow monetary 
growth and high interest rates as it approaches 
1970. Moreover, Canadian business indica- 
tors suggest that the peak of the recent ex- 
pansion was recorded in the fourth quarter 
of 1968, and that a markedly slower rate 
of growth of real gross national product 
occurred during the first half of 1969. If 
restrictive fiscal and monetary policies are 


maintained as expected, slower growth of © 


production and employment and a reduction 
in the acceleration of labour incomes may be 
expected to take place throughout the re- 
mainder of 1969 and into 1970. 


FEDERAL PROPOSALS FOR 
TAX REFORM 


On Friday, November 4, Finance Minister 
E. J. Benson tabled the proposals of the 
long-awaited White Paper on Tax Reform. 
In this White Paper the federal govern- 
ment places before Parliament, the Canadian 
people and the provincial governments the 
most comprehensive tax reform proposals in 
more than twenty years. 

For almost a decade the strengths and 
weaknesses of the federal income tax system 
have been closely studied and vigorously 
debated. Widespread recognition of in- 
equities led to the 1962 appointment of the 
Royal Commission on Taxation which pub- 
lished its controversial report early in 1967. 
After lengthy study of this report and the 
comment upon it the federal government has 


come to the following conclusions and rec- 
ommendations based upon these findings: 


Canadians in the lower income tax brackets 
face a heavy total tax burden. In recent 
years sales taxes and property taxes have 
been increased substantially. Where 
changes in the income tax can provide 
relief, it must be given to those with lower 
incomes. The government proposes in- 
creases in the exemptions to ease the 
burden on these individuals and families. 
Important forms of income and benefits 
escape taxation. The government proposes 
to bring them into taxable income. In 
particular, a tax on capital gains is pro- 
posed. 

Tax can be avoided under the present law 
by clever devices. The reform must close 
loopholes now available to those with the 
wealth and expert advice to use them. 
Wage earners are unable to deduct many 
legitimate expenses from taxable income. 
New deductions would be introduced to 
benefit employees and working mothers. 
Corporations are taxed in ways that are 
open to abuse and that fail to recognize 
their differing relationships with share- 
holders. The government proposes changes 
under a new system that would be fairer 
to small shareholders and that would 
stimulate Canadian ownership of Canadian 
business. 

The mineral industries enjoy special tax 
benefits that have existed for many years 
but that are unnecessarily costly and in- 
efficient. Assistance to mineral exploration 
and development must do its intended job 
in a more direct way that is less costly in 
terms of revenue. 


The Program in Brief 


The following excerpts from the text of the 
White Paper summarize the federal govern- 
ments proposals for tax reform: 


The form of the personal income tax would 
be streamlined, greatly simplifying the indi- 
vidual’s task in calculating his tax. The old 
age security tax and the social development 
tax would be merged into the graduated tax, 
and several other adjustments and surtaxes 
of recent years would be eliminated. The new 
graduated rates would determine the federal 
tax, and there would be no general abatement 
for provincial taxes. The provinces would be 
invited to apply their tax as a percentage of 
the federal tax, and on that basis the federal 
government would continue to collect this 
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revenue for the provinces without cost to 
them. The Old Age Security Fund would be 
credited with the equivalent yield of the 
present old age security tax. 


Higher Exemptions 

To remove or reduce taxes on lower-income 
taxpayers the government proposes to in- 
crease the basic personal exemption for a 
single person to $1,400 from $1,000 and for 
a married couple to $2,800 from $2,000. The 
basic standard deduction available in lieu of 
deductions for charitable donations and 
medical expenses would remain at $100. 
Consequently those taxable as single persons 
with income under $1,500 would have no tax 
to pay and those taxable as married would 
have no tax to pay if their incomes were 
under $2,900. 

This change in exemptions alone would 
take about 750,000 Canadians off the in- 
come tax rolls. Taken together with the other 
changes proposed, it would reduce taxes on 
almost 3,000,000 more at the low end of the 
taxable scale. The benefits which larger 
exemptions would otherwise give to those 
with higher incomes would be offset by 
higher rates of tax. 

The new rates of tax would replace the 
present graduated rates, the provincial abate- 
ments, current surtaxes, the old age security 
tax and the social development tax. The rates 
would be revised to take into account the 
increase in exemptions, the taxation of capi- 
tal gains, and the various other changes, 
while still bringing in the same amount of 
total federal revenue and serving as a base 
for the same total of provincial revenues. 
When the new employment expense allow- 
ance is taken into account (see below), the 
amounts of tax under the new rates would be 
less than the present tax on single persons up 
to an income of about $3,400 per year, and 
on married persons up to an income of about 
$9,100. For incomes above these levels the 
tax would be higher than under the current 
law, particularly when changes in the defini- 
tion of income are taken into account. 


Capital Gains as Income 


The government has decided to include capi- 
tal gains and a number of other benefits in 
income subject to tax. Reviews of this subject 
by the royal commission and the government 
led to the conclusion that this is essential in 
order to be fair between those receiving such 
gains and others deriving their incomes from 
other sources. Moreover, the taxation of 


gains is essential to block loopholes effec- 
tively. The economic effects of taxing gains 
have been appraised and are considered un- 
likely to interfere significantly with incentives 
to save and invest in Canada. 

Those who make substantial capital gains 
in the stock market or in real estate increase 
their ability to spend money just as those 
who earn wages or derive an income from 
carrying on business. Interest payments are 
already fully taxed. Capital gains are now 
widely sought as an objective in investment. 
Indeed the freedom of capital gains from tax 
is distorting the investment of savings under 
present circumstances. 

In general, we propose to include capital 
gains fully in income for most classes of 
assets whenever they are realized by the sale 
of such assets, and to allow realized capital 
losses to be deducted from income. Certain 
exemptions would be permitted for taxpayers’ 
homes and for articles of personal property. 
Special rules would apply to the marketable 
shares of widely-held Canadian companies. 
On such shares accrued gains would be taxed 
every five years and accrued losses allowed 
as deductions at such time. Only half the 
gain or loss on such shares would be taken 
into taxable income in recognition that the 
corporation income tax paid by such com- 
panies is only partially credited for personal 
income tax. 

Once capital gains are included in taxable 
income, the portion of the total income of 
the wealthy that is brought to tax would be 
dramatically increased. The tax system would 
be significantly more progressive even with- 
out the ostentatiously high rates now in use. 
It is proposed that the marginal rates in ex- 
cess of 50 per cent be reduced to the neigh- 
borhood of 50 per cent in four instalments as 
the capital gains subject to tax increase. Esti- 
mates based on 1969 incomes indicate that 
by the fifth year of the new system the inclu- 
sion of capital gains in taxable income should 
add about $345 million to personal income 
taxes, while the reduction of the top rates to 
50 per cent on other income should cost 
about $40 million. 


New Deductions 


The government has examined the deduc- 
tions individuals may claim for various costs 
they incur, as well as differences in treatment 
between taxpayers who are employed and 
those who carry on a business or profession. 
The royal commission said many employees 
have been over-taxed because they have been 


denied the deduction of almost all expenses 
incurred in earning wages and salaries. But 
millions of taxpayers are involved, and a 
very wide range of expenses could be related 
to earning their employment income. These 
taxpayers do not keep detailed records. The 
government has found no practical way to 
permit employees to deduct actual costs as 
do those carrying on a profession or other 
business. We propose to provide employees 
with a general deduction to cover expenses, 
in addition to certain specified deductions. 
The amount would be 3 per cent of employ- 
ment income, up to a total of $150 a year. 
This could benefit more than 6,500,000 per- 
sons, the great majority of them earning less 
than $10,000 a year. 

Costs of looking after young children when 
both parents are working, or when there is 
only one parent and that parent is working, 
would be allowed as a deduction subject to 
certain conditions. This new plan is intended 
primarily to benefit mothers who need to 
work to support their families, and would be 
in addition to the normal exemption for 
children. The maximum expenses allowed 
would be the lower of $500 per child under 
age 14 or $2,000 per family. 


Other Items in Income 


By including more receipts in income the, 
government proposes to make the definition 
of income more comprehensive and to distri- 
bute the tax load more fairly. Some addi- 
tional revenue would arise from this change, 
but it would be offset by additional deduc- 
tions to be allowed from income. | 
Various fringe benefits received by em-| 
ployees or by the owners of businesses would | 
be included in income for the first time. For. 
example, an employee or owner of a business 
with a business-owned car available for his)’ 
personal use would be required to include a | 
minimum amount in his taxable income un- ] 
less he pays the business at least that amount | 
for the use of the car. There are other’ 
fringe benefits whose value cannot readily be | 
measured in the hands of the recipient; for | 
example, the use of hunting and fishing | 
lodges, yachts and airplanes, the payment of | 
social and recreational club dues, and the 
entertainment costs that are included in ex- 
pense accounts. These costs would no longer 
be deductible to the employer. / 
The government has decided that it would 
make the tax system fairer if the treatment * 
of unemployment insurance were changed to 
permit workers to deduct their contributions © 


to the fund and to require them to pay tax on 
benefits received. Many of the benefits are 
received by employees with average or higher 
than average incomes who are unemployed 
for relatively short periods, and whose annual 
incomes equal or exceed the annual earnings 
of others. The higher their incomes the 
greater the tax benefit. It is fairer to tax them 
on this part of their income, as long as we 
permit all employees to deduct their contri- 
butions. Anyone on unemployment insurance 
benefits for most of the year is likely to pay 
little or no tax. 

It is also proposed, in fairness to other 
taxpayers, that fellowships, research grants, 
scholarships and bursaries be treated as tax- 

able income but subject to the deduction for 

tuition fees and costs incurred for research. 
| Undergraduates would seldom need to pay 
tax because few scholarships and bursaries 
_are larger than the new personal exemptions 
plus the fees that may be deducted from 
students’ incomes. But if students have other 
income, there is no reason why they should 
not be taxed like other Canadians. 

For many years, members of the armed 
services have been taxed under special regu- 
lations which are aimed at simplicity of ad- 
ministration but confer special benefits. The 
regulations are no longer necessary on ad- 
“ministrative grounds and would be dropped. 
_Members of the Canadian armed forces 
_would then be taxed under the normal terms 
of the Income Tax Act. 


} 
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_A New System for Corporations 


_ The government proposes to alter the method 
_ of taxing corporations by establishing a single 
rate of corporation tax and providing a sys- 
tem of credits to shareholders for corporate 
taxes paid. An important distinction would 
be made between private, closely-held cor- 
'porations and public, widely-held corpora- 
tions. 

_ For closely-held corporations, which are 
usually smaller businesses managed by the 
_ shareholders, the tax should be related as 
| closely as possible to rates paid by individual 
shareholders. There is usually a close identity 
between the shareholders and the corpora- 
tion. These corporations usually compete in 
markets with unincorporated businesses sub- 
_ ject only to personal income tax. Under the 
_ proposed plan the federal income tax paid by 
such corporations would be treated as a pre- 
_ payment of the personal income tax on be- 
‘half of individual resident shareholders. 


| 
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Under certain conditions the corporation 
could elect to be taxed as a partnership of 
its shareholders. In other cases the share- 
holders would pay tax on a sum that includes 
their dividends plus a related amount of 
corporate tax already paid; and they would 
then claim credit for the corporate tax paid, 
and qualify for a refund if their own rates 
are lower than the corporate rate. 

The government believes that this is a fairer 
way of taxing the income of Canadians which 
flows through corporations than the existing 
system with its lower rate of corporate tax 
on $35,000 of profits annually. It proposes 
to remove this lower rate gradually over a 
period of five years. Thereafter, the benefits 
of low rates of tax would go to shareholders 
with small incomes rather than to corpora- 
tions with small incomes. 

Widely-held corporations are usually larger 
businesses where the link between share- 
holders and management is tenuous. Such 
corporations are themselves important eco- 
nomic entities. Their products or services 
are usually sold in competition with other 
large corporations, where prices yield an ade- 
quate return after paying corporate tax. One 
half the corporate income tax paid by such 
corporations would be regarded as a pre- 
payment of individual tax for individual 
Canadian resident shareholders, but the other 
half would not be linked in this way. Share- 
holders receiving dividends from profits 
taxed under the new plan ‘vould be liable 
for tax on the dividend plus an amount of 
“creditable tax” equal to half the dividend 
and would be given credit for that amount of 
tax. This system would be roughly equiva- 
lent to the present dividend tax credit for 
taxpayers in the 50-per-cent tax bracket and 
would be more favourable for those in lower 
tax brackets. It would thus provide a power- 
ful incentive for investment by Canadians in 
Canadian corporations. 


This new system would: 


e offer a substantial inducement for 
Canadians to invest in Canadian busi- 
ness; 


e when combined with the proposed 
method of taxing capital gains, make 
possible a fair and fully effective but 
economically tolerable tax system; 


e prevent surplus stripping and most other 
tax avoidance devices; 


e be fairer in its treatment of lower-in- 
come shareholders than the present 


dividend tax credit and preferred low 
rate of tax on the first $35,000 of cor- 
porate income. 


The Mineral Industries 


For many years special rules have been 
applied to determine the income from mining 
and from the production of oil and natural 
gas. These have been reviewed by the govern- 
ment in the light of the criticisms, proposals, 
briefs and discussions of the last several 
years. 

The government has decided that some 
special rules should still apply in determining 
the income derived from the mineral indus- 
tries, in order to encourage exploration for 
and development of mineral deposits. These 
inducements are intended to encourage the 
establishment and growth of highly produc- 
tive industry in areas of Canada outside those 
where rapid urban and industrial growth are 
already occurring. However, the special rules 
should be revised substantially to ensure that 
really profitable projects pay a fair share of 
the national revenues, as other industries do, 
and that the inducements offered are efficient. 

Two main changes are proposed. The first 
would replace the three-year tax exemption 
for new mines with a special rule permitting 
capital costs of fixed assets purchased for the 
development and operation of a new mine 
to be charged off against income from that 
mine as quickly as desired. This change 
would take effect in 1974 at the expiration 
of the period for which the government in 
1967 gave assurances that the three-year 
exemption would continue. The new rule 
would ensure that in the high-risk business 
of mining, taxes would not be paid until in- 
vestments in new projects are recovered, but 
it would do so on a more economical basis 
than the present exemption. 

The second change concerns depletion 
allowances. The existing maximums would 
continue to apply — generally no more than 
one-third of production profits — but a tax- 
payer could run out of depletion allowances 
unless he continues to explore for, and/or 
develop, Canadian minerals. Every $3 of 
qualifying expenditures made after this White 
Paper is published would “earn” the taxpayer 
the right to $1 of depletion allowances if and 
when his production profits permit. Deple- 
tion allowances on new properties would 
have to be “earned depletion” immediately: 
“unearned” allowances would be continued 
for five years on existing properties as a 
transitional measure. 
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POPULATION GROWTH 


At the time of Confederation Ontario’s popu- 
lation amounted to 1,525,000. A hundred 
years later it had grown to 7,149,000, an 
increase of 368.8 per cent or an average 
annual growth rate of 1.56 per cent. How- 
ever, this growth was by no means uniform. 
Between 1867 and 1881 the rate of growth 
amounted to 1.68 per cent per annum; it 
declined to 0.62 per cent between 1881 and 
1901; increased to 1.52 per cent between 
1901 and 1931 and fell to 0.99 per cent from 
1931 to 1941. Since 1941 the population of 
Ontario has grown at an annual rate of 2.46 
per cent which is high by any standard. The 
high rate of growth between 1867 and 1881, 
1901 and 1931 and since 1941 can be 
ascribed primarily to large immigration from 
abroad, whereas the low rate of growth dur- 
ing the period 1881-1901 can be attributed 
to outmigration from Ontario to the western 
provinces and the decrease during the 1931- 
1941 period was of course due to the 
depression. 

Although the average annual growth rate 
for the period 1941-1968 was 2.46 per cent, 
the pattern was not uniform. It fluctuated 
between 0.8 per cent, the lowest point in 
1943, and a very high rate of 4.3 per cent in 
1957. However, since 1946 the rate has been 
generally over the 2.0 per cent mark, twice 
surpassing the 4.0 per cent level: in 1952 (the 
Korean war period) and in 1957 (during 
political unrest in central Europe, especially 
in Hungary). 

Generally speaking, since 1941 the popu- 
lation of Ontario has grown at a faster rate 
than that of the rest of Canada, whose growth 
pattern varied between 0.7 per cent and 2.8 
per cent per annum. This phenomenon can 
be explained by the fact that since the end of 
World War II, Ontario, apart from high birth 
rates, has consistently attracted more than 
half of the total immigration to Canada. 

During the period 1901-1967 natural in- 
crease contributed 63.4 per cent and migra- 
tion 36.6 per cent to the total population 
growth in Ontario. However, comparing the 
1901-1941 and 1951-1968 periods it can be 
seen that in the earlier, pre-war period 
natural increase played a greater part in the 
overall population growth in Ontario, con- 
tributing 70.5 per cent whereas migration 
added only 29.5 per cent. During the post- 
war period, 1951-1968, the importance of 
natural increase as a source of population 
growth diminished, contributing only 58.7 


per cent to the overall population increase, 
whereas the importance of migration has 
grown — its share of the increase during the 
period rising to 41.3 per cent. 

Although during the period 1901-1968 
natural increase was a principal source of 
population growth, during the years 1966, 
1967 and 1968 the migration component dis- 
placed natural increase as the main source of 
population growth. The proportion of natural 
increase in these three years was only 43.6 
per cent and that of the migration component 
56.4 per cent. The natural increase com- 
ponent of population growth in Ontario has 
been steadily declining since 1960 (when it 
reached the apex), attaining in 1968 the 1951 
level which was 33.3 per cent below that of 
1960. If the current fertility trends continue 
migration will become the principal source of 
future population growth in Ontario, pro- 
vided of course that the present high levels of 
immigration into Canada are maintained. If, 
however, immigration declines and birth 
rates do not improve, the rate of growth of 
Ontario’s population will revert to the level 
of the 1930’s. 


Age Structure 

No study of population growth can avoid 
some references to the age structure and 
changes therein since its economic and social 
implications are quite far-reaching. For ex- 
ample, age structure affects the composition 
of labour force, the size of the school popu- 
lation and birth, death and marriage rates. 

Age structure is directly influenced by 
three demographic variables: fertility, mor- 
tality and migration. These variables are not 
entirely independent since any change in one 
of these influences the other two. 

Table 1 in the appendix shows the age 
distribution of Ontario’s population by ten- 
year age groups for census years beginning 
with 1901. In order to facilitate discussion of 
this table the population statistics presented 
may be divided into three main age groups, 
namely: 

— infants and adolescents: 0-19, 

— adults: 20-64 

— the aged: 65 and over. 


The main characteristics of these respec- 
tive groups are: 

a) From the demographic point of view, the 
0-19 age group plays only a relatively 
small part in the reproductive process, 
and in the economic sense is to a large 
degree non-productive. 


b) The 20-64 age group is the most active | 
both in the demographic and economic 
sense. At the younger end of the scale, 
this group is characterized by high age- 
specific fertility rates, high marriage 
rates, low mortality rates and high migra- 
tion rates. From the economic point of 
view it is the most productive age group 
which to a large degree supports the re- 
maining two age groups. 

c) From the demographic point of view the 
65 and over age group is characterized by 
high mortality rates and low migration 
rates. In the economic sense they are 
largely non-productive. 


Scrutiny of Table 1 shows a marked de- 
cline in the proportion of the population 
under 20 years of age between 1901-1941 
despite the fact that in absolute numbers this 
age group increased by 348,400 (or 38.1 per 
cent). This proportional decline was caused 
partly by falling fertility rates and partly by 
high migration rates. Since the propensity to ' 
migrate is strongest among young adults, 
high in-migration rates will of necessity 
augment the 20-64 age group. 

The proportion of the youngest age group 
(O-19) has increased continuously between 
1941-1966 — mainly as a result of the “baby 
boom” during the 1950’s — reaching the 40.3 
per cent level in 1966. However it did not 
surpass the high mark of 41.9 per cent of the 
population in 1901. 

The middle age group (20-64) increased 


ee 


from 52.6 per cent in 1901 to 58.5 per cent | 
of the population in 1941 and since then has | 


declined steadily to 1966 when it reached the | 
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The proportion of the senior age group 


increased from 5.5 per cent in 1901 to 8.7_ 
per cent in 1951. It declined slightly in 1956 
to 8.4 per cent and in 1961 to 8.1 per cent 


but started to rise in 1966 when it reached | 


8.2 per cent of the total population. 
The increase in the ratio of the 65-and- 
over age group between 1901 and 1951 was 


caused mainly by the falling age-specific 
death rates as a result of vastly improved — 
medical treatment. The slight decline in the — 


proportion of this age group since 1951 is 
due to a sharp increase in the proportion of 
the youngest age group (0-19). Numerically 
the 64-and-over age group increased from 
120,000 in 1901, to 400,400 in 1951 and to 
567,700 in 1966. 


It is fairly obvious that when the propor- | 


tion of the active population becomes smaller 


the burden of “dependency” increases. This 
is the result of two phenomena: (1) cohorts 
born in the early years of the century are 
successively reaching the age of 65 and are 
entering the dependent “‘aged”’: group, while 
(2) at the younger end of the scale the large 
number of cohorts born in the 1950’s are still 
too young to enter the active adult life. The 
dependency ratio will start to fall in the 
seventies because of the fewer births in the 
sixties and because the large number of post- 
war-born will begin their active economic 
life. This trend will also be supported by the 
large-scale in-migration of the sixties which 
has augmented the proportion of the adult 
population. 

Table 2 presents the “Ratio of Working- 
Age Population” by economic regions and 
counties. These figures, when subtracted 
from 100.0 per cent give the dependency 
ratio. This ratio was lowest in 1966 in the 
Central Ontario Region (37.4 per cent) fol- 
lowed by the Niagara Region (39.6 per cent). 
It was highest for the Georgian Bay Region 
at 43.2 per cent. The overall Ontario ratio 
was 39.8 per cent. 

In 1931 the Ontario ratio was 34.8 per 
cent whereas the Central Ontario Region also 
had the lowest ratio of 30.8 per cent followed 
by the Niagara Region at 33.6 per cent. 

-Northeastern Ontario had the highest depen- 
dency ratio in 1931 at 38.1 per cent. 

Among the counties in 1966, York had the 
lowest dependency ratio of 36.6 per cent and 
the District of Manitoulin the highest with 
47.2 per cent. 

The index of aging of Ontario’s population 
represents the 65-and-over age group as a 

percentage of the 0-14 age group. The index 
stood at 24.2 in 1931, rose to 32.6 in 1941, 
_ before declining to 25.2 in 1961. In 1966, it 
rose slightly and this trend is likely to 
- continue in view of the declining birth rates. 

The historical trend in this index for all 
Ontario has not always coincided with the 
historical trends for the various economic 
_ regions. For example, the upturn of this 
index in 1966 for the Province was not seen 
for the economic regions of Central and Mid- 
Western Ontario. In these regions the indexes 
continued to maintain a downward trend. 
| On the other hand, in the Lake St. Clair 
_ Region, the upturn trend came earlier, in 
1961, unlike most other regions where it first 
occurred in 1966. 

Regarding the extent of variation in the 
indexes among economic regions, Northeast- 


ern Ontario has had a very low index of 
aging as compared to any other economic 
region. This can be attributed to three fac- 
tors. First, Northeastern Ontario has had a 
higher-than-average fertility rate in recent 
years. This has raised the percentage of 
population in the 0-14 age group. Secondly, 
Northeastern Ontario has had a higher-than- 
average death rate in the 65-and-over age 
group, lowering the percentage of population 
in this age group. Thirdly, this region has 
had a net in-migration of persons in the 0-14 
age group while there has been a net out- 
migration in the 50-and-over age groups. 

The median! ages of Ontario’s and 
Canada’s populations during the 1901-1966 
period can be seen in the accompanying 
table. The median age of a population indi- 
cates generally how old or young the popula- 
tion is. For example, a median age below 
30 reflects a relatively young and dynamic 
population. The median age of Ontario’s and 
Canada’s population during this period 
reached its highest point in 1951. Ontario 
has always had a higher median age than that 
of Canada as a whole, probably due to the 
province’s lower birth rate and higher immi- 
gration rate. 

When median ages of males and females 
are considered separately it is found that in 
Ontario the males had a higher median age 
until 1941. Since then the female median age 
has risen above that for males. This has been 
largely the result of comparatively higher 
rates of mortality decline for females than for 
males. However, for Canada, this reversal in 
the ratio between the median ages of males 
and females is observable only from 1956 
onwards. Moreover, the gap between male 
and female median ages has been widening 


since 1956. In view of the declining birth 
rates it is not certain how long this decline in 
median age for Ontario will continue. 


Sex Composition 

The sex composition of any population is 

the second most important biological factor 

affecting its demographic structure. The rela- 

tive proportions of males and females in a 

given country at a certain period of time are 

the result of past fertility, mortality and 
migration. The simplest measure of this 
variable is the sex ratio, defined as the num- 
ber of males per 1,000 females (sometimes 
calculated on the basis of 100 females). 

In most populations there is always some 
imbalance of sexes because of: 

e A preponderance of males or females, 
usually the former, at birth. The sex ratio 
at birth in Canada and Ontario averaged 
1,057 males to 1,000 females during the 
period 1921-1966 (within the range of 
1,041-1,075 for Ontario, and 1,046-1,081 
for Canada during the same period). 

e A sex-selective death rate. Women in 
Canada live on the average longer than 
men. In 1966 the average age at death in 
Ontario was 63.1 among men and 67.7 
among women; in Canada 62.0 among 
men and 65.9 among women. 


e A sex-selective migration. 


These factors shape the sex composition of 
Ontario’s population. When the birth rate is 
high, the sex ratio adjusts in favour of males. 
This is reversed later as a result of the lower 
mortality rates for females. This has been so 
in spite of the preponderance of male immi- 
grants over female immigrants throughout 
the 20th century with the exception of the 


Median Age of Population by Sex, for Ontario and Canada, 1901-1966 


Ontario Canada less Ontario Canada 
Year Male Female Total Male Female Total Male Female Total 
1901 S| DAeK 24.1 DD DNB BV 22.9 Dee Oe 
1911 DS) SOM EO D219) Ae 24.5 DDS, 23.8 
1921 270 26.0 26:8 DMs BMS DDS 24.8 Bl 23.9 
1931 DIS Deal Dans Yeas aS) BES De PE) AT 
194] 29.9 29.8 29.9 DO ell Di DD KG PAM 
1950 29.9 80 30.1 2m 26.3 DO DAS MAG ell 
1956 29.2 29.8 295 XO B39 Boe Dy D DS DUP 
1961 29 28.8 28.4 ASO) DS ca) — PO 26.1 260 ee OS 
1966 XOES DY) MP2 2453 24.9 24.6 DW 2 D5) 


1the age which divides a population into two 
equal parts, half above the median age 

and half below it. (The other measure of 
central tendency, the mean (average) could also 


be calculated by summing all the ages of 
persons and dividing by the number of persons 
in the distribution. The mean is more difficult to 
calculate, and is influenced by extreme values.) 
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period 1961-1966 when females formed 51 
per cent of total immigration. 

Since 1957 there has been a continuous 
decline in the sex ratio. This is the result of 
lower birth rates and higher rates of mor- 
tality decline for women. Analysis of histori- 
cal data on mortality rates during the period 
1921-1966 reveals that when mortality rates 
declined, female mortality rates, especially in 
the higher age brackets, declined more 
sharply than male mortality rates. During 
1921-1966 the mortality rates for males in 
the 45-49 age group fell by only 21 per cent 
as compared to a 55 per cent decline for 
females. In the 55-59 age group, the death 
rate for males changed very little, while the 
death rate for females declined by 44 per 
cent. In the next higher age group, the female 
death rate decreased by 41 per cent, but the 
male death rate remained stable. In the 70- 
and-over age group also females registered a 
higher rate of mortality decline than males. 
This significant differential in the decline of 
mortality rates between males and females 
explains the decreasing sex ratio for males in 
spite of a favourable position at birth. 


SPATIAL DISTRIBUTION AND 
URBANIZATION 


Spatial distribution is a continuous process 
involving shifts in the population. In Ontario, 
as in other areas population movement is 
influenced to a considerable degree by the 
type and scale of economic activities being 
carried out in specific regions of the province. 
Agricultural populations are generally con- 
sidered to be more evenly distributed 
geographically than populations with more 
diverse economic activities. On the other 
hand, manufacturing and service industries, 
with their demands for large pools of readily 
available labour, stimulate dense population 
concentrations. However, recent trends to- 
wards greater farm mechanization (which in 
turn necessitate formation of commercially 
viable farm units) will release more people 
from agriculture in future. Some estimates 
predict that the farm labour force may be cut 
by as much as 50 per cent in the not-too- 
distant future. The surplus rural population 
will then be drawn to the ever-growing urban 
centres. This should not represent an ex- 
tremely large influx since in 1966 only 6.9 
per cent of the total Ontario population were 
engaged in farming. 

Technological advances in mining and 
forestry have also reduced the demand for 


labour. Thus, the expansion of mining and 
forest operations will exert less influence 
upon population distribution in the future 
than it did in the past. 

The distribution of population throughout 
Ontario is highly uneven. In the District of 
Kenora one person has approximately three 
square miles of living space at his disposal, 
whereas in the County of York, according to 
the latest census, 2,288 people live on one 
square mile. The northern part of Ontario, 
north of Lake Nipissing, which comprises 
roughly 300,000 square miles, or 90 per cent 
of the total area of Ontario, has only 10 per 
cent of Ontario’s population. South of Lake 
Nipissing, 90 per cent of population lives on 
the remaining 10 per cent of the land area. 
In numerical terms the vast area north of 
Lake Nipissing accommodates as many 
people as the Township of East York! 

South of Lake Nipissing, 6,221,200 On- 
tarians are living on 45,700 square miles, 
which gives us a density of 136 persons per 
square mile. However, even this density is 
relatively low by international standards. The 
area of Southern Ontario is slightly less than 
that of England (50,371 square miles) — 
but England has 47,000,000 people or a 
population density of 933 per square mile. 

In addition, spatial distribution in the 
southern portion of Ontario is highly uneven. 
One third of Ontario’s population is con- 
centrated in the vicinity of Metropolitan 
Toronto. Examining the situation more 
closely it can be seen that Ontarians tend to 
cluster in and around large cities. The seven 
Census Metropolitan Areas: Hamilton, 
Kitchener, London, Ottawa, Sudbury, To- 
ronto and Windsor — had in 1966 a com- 
bined population of 3,720,452 or 53.5 per 
cent of the total population of the province. 
Fifteen years earlier, the same seven urban 
areas had only 2,192,263 people or 47.7 per 
cent of the total. This gives us an average 
metropolitan growth rate of 3.6 per cent in 
comparison with the total provincial popula- 


‘tion growth rate of 2.8 per cent per annum, 


or an absolute increase for the province of 
2,363,328 people in the period 1951-1966. 
The net gain in population of the seven 
Census Metropolitan Areas between 1951- 
1966 was 1,528,200 or 64.7 per cent of the 
total population growth of Ontario during 
that period. During the same period, the 
population living outside the seven urban 
centres grew in absolute terms by 835,100. 
This represents an increase of only 35.3 


per cent and an average annual growth rate 
of only 2.0 per cent. In other words, the 
growth rate of the population living in the 
seven metropolitan areas was almost twice 
that of the rest of the provincial population. 

In 1901 there was only one city (Toronto) 
with a population more than 100,000 and it 
contained 9.3 per cent of the total provincial 
population. In 1966 there were nine such 
centres containing 56.5 per cent of the 
province’s population. 

The ratio of urban population living in 
centres of 5,000 and over in 1966 was 75.5 
per cent, whereas in 1901 it was only 26.6 
per cent and in 1931, 49.5 per cent. 

From this evidence one may conclude that 
the process of urbanization in Ontario has 
indeed been quite rapid. In 1966 the propor- 
tion of population living in Census Metro- 
politan Areas and in Major Urban Areas (as 
defined by Dominion Bureau of Statistics) 
was 66.3 per cent. The United States census 
of 1960 shows that 62.0 per cent of Ameri- 
cans were living in Standard Metropolitan 
Areas. Allowing for the time lapse it is safe 
to assume that the degree of urbanization in 
Ontario has been about the same as that of 
the U.S.A. 

The concentration of population in the 
seven major urban areas of Ontario is ex- 
pected to continue as people move away 
from rural areas. In addition to the seven 
major agglomerations already mentioned, 
some smaller centres of population are form- 
ing — to name a few, the Lakehead, Niagara, 
Kingston and Peterborough. The main draw- 
ing point of the agglomerations is that they 
provide a focus for human activity. They are 
the centres where goods and ideas are ex- 
changed, and where political, cultural and 
social life are concentrated. 

Turning briefly to an examination of the 
growth pattern among counties and districts 
in Ontario during the period 1961-1966, we 
find that population growth in eight counties 
surpassed the overall Ontario growth rate 
and the population of nine counties actually 
declined. Fifteen counties had a growth rate 
of 1.1 per cent to 2.2 per cent per annum, 
and twenty-two had a growth rate of only 
0.01 per cent to 1.0 per cent per annum. 

It can be readily observed that all the 
rapid-growth counties have within them, or 
are situated near, a conurbation, whereas 
counties whose population has declined lack 
such centres. Of the nine counties with de- 
clining populations Elgin and Renfrew may 
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Counties with above- Annual 
average growth, Rate of 
1961-1966 Growth 
Peel of 
Halton Seal 
Ontario 4.7 
Waterloo | 4.2 
York Sul 
Carleton DS 
Lincoln pias) 
Middlesex 2.4 


Counties whose Annual 
population declined, Rate of 
1961-1966 Decline 
Haliburton Jags 
Manitoulin ee 
Glengarry Ae 
Parry Sound 0.9 
Rainy. River 0.6 
Elgin 0.3 
Dundas On! 
Prescott Onl 
Renfrew 0.04 


move in the future into the growth category 
since they have some potential with regard 
to industrialization. 

A comparison of the regional rates of 
population growth shows that the Central, 
Niagara, Northwestern and Northeastern 
Regions had mostly higher than the average 
annual growth rate for Ontario during 1911- 
1966. The rest of the regions had mostly 
lower than the average annual growth rate 
for Ontario. However, among the former 
group of regions all except Central Ontario 


_ show lower than the average growth rate for 


Ontario in recent years as seen below. 

The share of the various economic regions 
in the population of the province has under- 
gone significant changes in the period 1901- 
1966. Eastern Ontario’s share in the total 


population of the province decreased from 
18.6 per cent in 1901 to 12.2 per cent in 
1966, Lake Ontario’s share decreased from 
10.9 per cent to 5.0 per cent; Lake Erie’s 
from 9.8 per cent to 6.3 per cent; Mid- 
Western Ontario’s from 10.1 per cent to 6.1 
per cent and Georgian Bay’s from 12.7 per 
cent to 4.7 per cent. 

The economic regions: Central Ontario, 
Eastern Ontario and Niagara together con- 
tained over 60 per cent of Ontario’s popula- 
tion in 1966. York County alone had 29 per 
cent of the province’s population and this 
county along with Carleton, Wentworth, 
Middlesex and Essex contained nearly 50 per 
cent of the total provincial population. 

The distribution of cities, towns and vil- 
lages of 5,000 and over, among the ten 


Economic Regions Showing Population Growth Rates Higher (x) 


or Lower (—) than for Ontario, 1911-1966 


1924 


Regions 1911 
Eastern Ontario — — 
Lake Ontario — == 
Central Ontario Xx x 
Niagara X Xx 
Lake Erie — — 
Lake St. Clair — x 
Mid-Western Ontario — x 
Georgian Bay — x 
Northeastern Ontario x x 
Northwestern Ontario 2K x 


HOSt) 19041" 1951 1956 1961 » 1966 
—— x == — x => 
x x x xX x se 
ns x » x — — 
— —— x ———— — — 
x — x — ioe ee 
x % — — — — 
x I — — — — 


regions of Ontario, was as follows in 1901 
and 1966: 


Economic Regions 1901 1966 
Eastern Ontario 6 ie) 
Lake Ontario 3 8 
Central Ontario 1 ps) 
Niagara 3 14 
Lake Erie 3 W 
Lake St. Clair 3 5 
Mid-Western Ontario 4 8 
Georgian Bay 3 8 
Northeastern Ontario 1 o 
Northwestern Ontario 2 4 
Total 29 99 


Because of the small urban population in 
the Northwestern and Northeastern Ontario 
Regions in 1901 the size of the cities, towns 
and villages in these areas has increased 40 
to 60 times over the 65-year period. The 
increase over the 65-year period has been 
about 10 to 12 times for the Niagara, Cen- 
tral Ontario and Lake St. Clair Regions. For 
the Eastern Ontario, Lake Ontario, Lake 
Erie and Georgian Bay Regions the increase 
was in the range of five to seven times the 
1901 population. 


FERTILITY 


The study of the frequency of the two abso- 
lute events in the life of every person — birth 
and death — has interested inquisitive men 
for quite some time. A number of people dur- 
ing the 17th and 18th centuries observed 
some regularity in their occurrence, which 
suggested to them that a type of natural law 
could be observed or a form of measurement 
could be formulated in order to make com- 
parisons possible over time in the same 
population, as well as to compare these 
events among different populations at the 
same period of time. Johann Peter Sussmilch 
(in his work “The Heavenly Order’’, Berlin, 
1741) was one of the first to suggest that such 
measurements are possible in the form of a 
ratio of births and deaths for a given number 
of persons. Since then, this crude measure- 
ment, which is still used today for quick com- 
parisons, has undergone several refinements, 
as for example the introduction of the con- 
cept of ‘age-specific’ birth rate, which denotes 
the number of births a year per thousand 
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women of a given age, or the ‘gross repro- 
ductive rate’ which tells us how many female 
children will be born per thousand mothers 
in their lifetime if the observed birth rates 
remain constant through their reproductive 
period. 

A study of fertility trends in Ontario dur- 
ing the period 1921-1968 reveals that sizable 
variations have occurred in both the crude 
birth rate and in its various refinements. 
Similar trends here occurred elsewhere in the 
western world. In Ontario both the direction 
and the degree of these fluctuations were con- 
comitant to the general behaviour of this 
variable abroad, at least in countries of a 
similar socio-economic structure. 

Crude birth rates declined steadily during 
the second and third decades of this century 
from a relatively high level of 25.3 births per 
thousand population in 1921 to the lowest 
point ever recorded in Ontario of 16.9 births 
per thousand population in 1937. 

A similar decline occurred in most other 
countries as the following table illustrates: 


Births per 1,000 Population 


Country 1921-30 1930-40 
United States 23.5 Ne 
England and 

Wales 18.3 14.8 
France 18.8 eS 
Switzerland 18.5 15.8 
Sweden IAS 14.4 


From 1937 onward the fertility curve start- 
ed to climb, reaching its highest point of 
26.8 births per thousand population in 1957. 
After reaching this point a downward trend 
began and in 1968 only 17.4 births per 
thousand population were recorded, which is 
only slightly higher than the record low level 
of 1937. 

In the light of the foregoing observations it 
is difficult to reach a conclusion as to whether 
the upturn in the fertility curve between 1937 
and 1957 was only a temporary phenomenon 
representing births postponed because of war 
conditions or part of a cyclical pattern. 
The period under observation is too short to 
arrive at a meaningful conclusion. 

A more refined measurement of fertility is 
the ratio of the number of children born per 
thousand women of childbearing age: 15-49 
or 15-44 (the age bracket differs from coun- 
try to country). This rate is usually referred 
to as the ‘general fertility rate’ (not to be con- 


fused with the ‘total fertility rate’). The ob- 
vious advantage of this rate is that it elimi- 
nates the influence of differences in the sex 
and age structures of different populations, 
such as the preponderance of males over 
females, as well as the proportion of women 
who are not in the child-bearing age bracket. 
However, it does not eliminate differences in 
the age distribution of women in the repro- 
ductive age bracket (15-49) and it does not 
take into account the marital status of women 
in this particular age bracket. 

The general fertility rates are usually four 
to five times higher than the crude rates since 
the proportion of women in the reproductive 
age bracket constitutes from ¥% to %4 of the 
total population. The general fertility rates in 
Ontario, like the crude birth rates, have un- 
dergone the same variations over the period 
of time (1921-1968) except for the decade 
1950-1959 when the general fertility rate 
increased twice as fast as the crude birth 
rate. This would indicate that a change in the 
age pattern of fertility occurred, most prob- 
ably as a result of births postponed during 
the war. 

During the period 1951-1966 the average 
general fertility rate for the Province was 
or (AU) 

Tables 3 and 4 provide age-specific birth 
rates for Ontario and Canada. Age-specific 
birth rates constitute the most important re- 
finement in the measurement of fertility and 
they are arrived at by dividing the number of 
births to mothers of each age group in a given 
year by the number of women of this age and 
multiplying this figure by 1,000. In other 
words, it is the number of births a year per 
1,000 women of a given age. 

Scrutiny of the age-specific birth data for 
Ontario during the period 1921-1966 shows 
the importance of the 20-24 and 25-29 age 
groups. These two age groups account for 
the majority of total births. Between 1921 
and 1941 the 25-29 age group was the 
most fertile. In 1941 the 20-24 age group 
moved into first place, replacing the 25-29 
age group as the most fertile. The 30-34 age 
group has maintained third place during the 
whole period. The shift in the relative posi- 
tions of the 20-24 and 25-29 age groups was 
mainly due to the fact that after 1941 the 
average age at which marriages were con- 
tracted was lowering, and also that the re- 
productive process was beginning earlier in 
marriage. Another factor might also be the 
shift to smaller families, or the earlier com- 
pletion of the reproductive cycle. 


Comparisons of fertility rates for the seven 
female age groups shows that all of them, 
except the 15-19 age group, experienced a 


_ decline in fertility between 1921 and 1941. 


From 1941 onward, fertility for all age 
groups was increasing, reaching a post-war 
peak in 1957 for the 15-19, 35-39, 40-44 
and 45-49 age groups, whereas the age 
groups 20-24, 25-29, 30-34 reached their 
peak three years later in 1960. The combined 
weight of fertility of these three age groups 
carried the fertility curve in Ontario to its 
apex in 1960. 

The following table illustrates the fertility 
behaviour of the seven age groups during the 
period 1921-1966: 


Per Cent Increase or Decrease 


Age Group 1921-1960 1960-1966 
15-19 +100.0 —19.0 
20-24 + 60.5 —29.0 
25-29 + 25.2 —26.2 
30-34 — 5.8 —26.7 
35-39 — 27.0 —26.4 
40-44 — 44.3 —25.0 
45-49 — 70.6 —13.3 


Between 1921 and 1960 the three young- 
est age groups experienced a substantial in- 
crease in fertility rates, whereas in 1960 the 
remaining four age groups had a lower fer- 
tility rate than at the beginning of the period. 
The youngest age group (15-19) doubled its 
fertility rates, the oldest (45-49) showed a 
significant decline —to such a degree that 
it is presently considered, for practical pur- 
poses, advisable to delete this age group when 
calculating the general fertility rate. 

Between 1960 and 1966 the youngest 
(15-19) and the oldest (45-49) age groups 
have recorded the smallest reductions in 
fertility rates, the latter because it already 
had a very insignificant rate. The fertility 
rates of the remaining five age groups de- 
clined almost at a uniform rate, ranging from 
25.0 per cent to 29.0 per cent. 

Let us now turn our attention to Table 5 
which shows the ‘Birth by Order in Family’ 
pattern in Ontario during the period 1927- 
1966. This table provides important statisti- 
cal information on past and future trends in 
fertility. At the same time it can provide a 
clue to the future trends in population growth 
patterns. 

Scrutiny of this table allows us to formu- 
late a general statement concerning the re- 
lationship between fertility levels and the 


! 


birth order in families, namely that during 
a period of high fertility the proportion of 
first and second births in families decreases, 
whereas in periods of low fertility the reverse 
is true. The explanation of this relationship 
is simple. A reduction in fertility is usually 
achieved at the expense of higher order births 
in families, that is, by foregoing a third, 
fourth .. . etc. child in the family. 

During the period of declining fertility 
(1927-1941) the proportion of first births 
increased by 48.8 per cent, and remained 
high during 1941-1947. From 1947 to 1963 
—a period of high fertility in Ontario — the 
proportion of first births fell by 28.8 per 
cent, and between 1963 and 1966 — a period 
of declining fertility — they increased by 26.3 
per cent. 

Conversely, the proportion of higher order 
births in families (six or more) fell during the 
period 1927-1941 by 40.3 per cent, remained 
low during 1941-1947, increased by 37.5 per 
cent between 1947 and 1963, and fell by 
25.3 per cent between 1963 and 1966. 

The analysis of the births order in the 
family could also be conducted with refer- 
ence to the problem of population reproduc- 
tion. In other words, the question could be 
asked whether the prevailing fertility trends 
will allow the present generation to be re- 
placed by a generation of equal size, creating 
a stationary population, or replaced by a 
generation larger than the present one (ex- 
pansive trend), or by a smaller generation 
(constrictive trend). 

It is obvious that one child in a family 
does not allow for a straight reproduction of 
one generation by another one of equal size. 
Neither does a two-children family, since we 
must take into account mortality and such 
factors as those who never marry, as well as 
childless couples. At best only three-children 
families can predicate a straight replacement 
of one generation by another one. Some 
demographers maintain that this is possible 
only with four-children families. This of 
course is a matter of opinion, as well as a 
given community’s age and sex structure, 
prevailing marriage rates, etc. 

However, the undisputed fact remains that 
births of the fifth order or more will establish 
an expansionary trend of population growth, 
assuming no migration. 

Scrutiny of Table 5 reveals that in Ontario 
only prior to 1931 was the proportion of first 
and second order births below the 50 per 
cent mark. From 1931 onwards the ratio 
steadily increased reaching its highest level 
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of 66.4 per cent in 1947, then, with improv- 
ing fertility rates the ratio started to decline, 
reaching a post-war low of 51.9 per cent in 


, 1963 and thereafter resuming an upward 


trend, reaching a level of 60.1 per cent in 
1966 — equal to that in 1940. 

The question may then be asked, how does 
one explain the rapid growth rate of popula- 
tion in Ontario, discussed earlier, in the light 
of the foregoing argument that a two-chil- 
dren family trend will produce a constrictive 
trend on population growth? Simply stated, 
the growth of population in Ontario in recent 
years was sustained by a large scale immigra- 
tion, as well as by declining mortality rates. 


MIGRATION 


Population growth of any given area depends 
upon the interplay of two sets of variables: 


e the natural increase, which is dependent 
on the interaction of fertility and mortality 
trends and; 

e net migration, which is the sum of the fol- 
lowing components; 

a) net international migration (immigra- 
tion — emigration), 

b) net interprovincial migration (in-migra- 
tion — out-migration), 

c) intra-provincial migration. 


Net International Migration 


Since the end of the war Ontario has re-- 


ceived the largest share of immigrants arriv- 
ing in Canada. At the turn of the century 
Ontario received only 12.6 per cent of the 
total number of immigrants to Canada, while 
in 1967 the province’s share increased to 
52.4 per cent. This was not the largest share 
ever received, since in 1947, 1956 and 1966 
the ratio of immigrants who declared that 
Ontario would be their destination topped 
the 55.0 per cent mark. During the period 
1946-1967 Ontario received 52.6 per cent 
of the total immigration to Canada (1,537,- 
000 out of 2,922,000). In absolute figures the 
number of immigrant arrivals increased from 
6,200 in 1901 to 116,850 in 1967. 

The volume of immigration in any par- 
ticular period of time depends upon the 
interplay of economic and political condi- 
tions in Canada and abroad. Usually immi- 
gration increases when economic conditions 
are favourable in Canada and relatively de- 
pressed in Europe. Political events abroad 
also influence the flow of immigrants, as for 
example the post-war upheaval in Europe, 


the political unrest in Central Europe in 
1956 and 1957 and the most recent events in 
Czechoslovakia. However, future Canadian 
immigration will be directed mainly by our 
internal economic situation. This policy is 
plainly spelled out in the recent Immigration 
Act which states that the principle of select- 
ing immigrants is to be based on the require- 
ments of the Canadian labour force (skill 
and need principle). Similar legislation re- 
cently passed by the United States Congress 
is now affecting emigration from Canada to 
the United States. 

For these reasons it is difficult to foresee 
future levels of immigration, but the general 
impression prevails that in the long run the 
average number of immigrants settling in 
Ontario will be between 75,000 and 100,000 
per annum. 

In order to arrive at the net international 
migration figure for any time period it is 
necessary to subtract the number of Ontario 
residents who have moved abroad. There is 
no official record of such movements. Some 
of the required information can be extracted 
from United States and United Kingdom 
sources. 

Emigration to the United States fluctuated 
during the post-war period between 20,000 
persons in 1946 and 51,000 in 1964. Since 
then emigration to the United States has 
been falling off, partly because emigrants are 
exposed to the draft legislation, as well as the 
recent immigration legislation making it 
more difficult for prospective emigrants to 
qualify for entry. However, the non-economic 
factors may change and the restrictions im- 
posed on immigration may be relaxed with 
respect to immigrants from Canada. 

Emigration to the United Kingdom is of a 
smaller order — roughly one-quarter of the 
total emigration to the United States. During 
the period 1946-1966 the figures were: 


U.S.A. 704,420 
U.K. 165,689 


The emigration curves to both of these 
countries ran in opposite directions during 
the period 1946-1953; emigration to the 
U.S.A. rose steeply from 20,000 in 1946 to 
36,300 in 1953, while emigration to the U.K. 
fell from 9,100 in 1946 to 6,900 in 1953, 
reaching a low point of 5,000 in 1951. From 
1953 to 1961 both curves moved in the same 
direction, i.e. upward, reaching a high level 
of 47,500 emigrants to the U.S.A. in 1961 
and 12,200 emigrants to the U.K. in 1959. 
Between 1961 and 1965 emigration to the 
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U.S.A. stabilized around 50,000 persons per 
annum, falling sharply to 37,300 in 1966. On 
the other hand, emigration to the United 
Kingdom has declined sharply since 1959, 
reaching its lowest post-war level of 3,300 
persons per annum in 1966. 

Emigration to the rest of the world is very 
difficult to estimate, but on the whole it is not 
considered to constitute a significant quan- 
tity. 

Beginning with 1959 statistics are avail- 
able showing immigration to Ontario by the 
country of last permanent residence. Five 
countries, Great Britain, Italy, Germany, the 
United States and France contributed 399,- 
300 or 66.6 per cent of all immigrants during 
the period 1959-1967. The percentage 
breakdown for each country is shown in the 
following table: 


Great Britain 29.2% 
Italy 21.1% 
United States 8.4% 
Germany 6.8% 
France LL 
Total 66.6% 


The remaining 199,795 immigrants, 33.4 per 
cent of the total, came from the following 
areas: 


Other West European Countries 18.1% 


East European Countries 3.7% 
Australia and New Zealand 5% 
Africa 0.9% 
Asia 3.4% 
Middle East 17% 
West Indies 2.2% 
Central America 0.2% 
South America 172 


It is interesting to note that during this 
period immigration to Ontario from the West 
Indies, Asia and Africa increased in absolute 
numbers almost eight times, from 1,819 per- 
sons in 1957 to 13,756 in 1967. 

During the period 1946-67 Ontario ab- 
sorbed 1,536,700 immigrants of which 800,- 
050 (or 52.1 per cent) intended to join the 
labour force and 736,650 (or 47.9 per cent) 
were Classified as dependants. Some of the 
latter group also entered the labour force 


Occupations of Immigrants to Ontario by Main Occupational Divisions 1946-1967 


All Occupations 

Professional and Technical 
Managerial and Official 
Clerical 

Finance 

Sales 

Service 

Agriculture, Fishing, Logging 
Mining 

Manufacturing and Mechanical 
Construction 

Transportation 
Communications 

Unskilled Labourers 


Occupation not stated 
Total Dependants 


Total Immigrants 


1946-1952 1953-1955 1956-1960 
No. % No. % No. 

222,522 41 00,0412 2811000218092 
8,636 3.98 12, toe LOSE 2207 
Da. — 2077 ie, 2,290 
15,439 G0 ell oil 9.2 Dee 2A955 
n.a. — 231 0.2 632 
9,295 4.2 4,407 3.0 9,066 
13,045 9, ee O34) ee 1 3s5u e692, 
49,684 22.3 16,195 13.4 17,545 
3,775 ihe 502 0.4 22719 
SS TA 2a eGo) eee 745.516 
20,286 9.1 12,1540) 10.0.8 21412 
ap ee Ol OG ET ORCA 
n.a. — 614 OS: 1,565 
20.219 set ee O46 lO Om Osis 
W052 Vell 1,190 160 1,055 
182,799 — 109,431 —. 199,987 
405,321 — 230,712 — 412,079 
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upon completion of their education, or, in the 
case of wives, when they found it convenient 
to do so. 

The occupational mix of immigrants in- 
tending to join the labour force upon entry 
into Ontario, underwent a significant change 
during the twenty-one year period. The pro- 
portion of immigrants with “Professional and 
Technical” qualifications increased from 3.9 
per cent at the beginning of the period to 
19.8 per cent at the end of the period. Simi- 
larly, the ratio of immigrants in the clerical 
and service fields increased from 12.8 per 
cent to 24.1 per cent. Immigrants with skills 
useful in manufacturing and construction 
fluctuated around the 23.0 per cent and the 
10.0 per cent level respectively. The propor- 
tion of unskilled labourers rose between 1946 
and 1960 from 11.8 per cent to 14.3 per cent 
but declined to 11.0 per cent in 1967. 

On the other hand, the proportion of im- 
migrants in primary occupations (agriculture, 
fishing, logging and mining) fell from 24.0 


per cent in 1946 to 3.9 per cent in 1967m% 


Similarly, the proportion of immigrants with 
skills suitable to the transportation industry 
fell from 2.4 per cent to 1.1 per cent. 


1961-1967 Total 

% No. % No. % 
100.0 244,157 100.0 800,052 100.0 
10:40" 48597! tos 91,501 "ite 
i Sey peee 2) 9,739 12 
JF 9033,260,- 136 84,865 10.6 
0.3 6029 402 1,465) Ow 
We a a ba WP Me e's) 30,190 3.8 
14.00 24 eee 84,829 10.6 
Si350 nO 346u oD 92,770 11.6 
ey 604 0.2 7,160 "Oe 
21.5 58512 24:0" °183;30 ieee 
NOR PET © ONS 77,241 9.7 
17, pg tO47 La 13,775 19 
0.7 1,092 0.4 3,271 . Oman 
(45025-3205 2 TO) 98,907 12.4 
0.5 1,741 0.7 21,038 27am 
at BU iy — 736,645 — 
SEARS 565 = 1°536:667 =| 


} 
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Net Balance of Interprovincial Exchange of Migrants! 


Province 1931-41 
Newfoundland — 
Prince Edward Island 750 
Nova Scotia 1,400 
New Brunswick 2,400 
Quebec 8,400 
Manitoba 24,300 
Saskatchewan 27,400 
Alberta 6,100 
British Columbia —=2,500 
Yukon and N.W.T. 100 
Net Gain for Ontario 68,350 


1941-51 1951-61 
a 8,100 
3,860 6,480 
22,600 28,540 
18,500 20,550 
27,650 17,700 
28,100 17,500 
36,200 23,000 
7,250 2,930 
—8,100 —500 
—900 100 
135,160 124,400 


1Estimated. 


Interprovincial Migration 

The extent of interprovincial migration in 
Canada can be gleaned from decennial cen- 
sus reports. For the purpose of this study 


three decades have been selected for com- 


1931-41, 1941-51, and 
1951-61. Throughout the discussion of the 
effects of interprovincial migration on the 
population of Ontario we will refer to these 


_as the first, second and third periods. 


The estimated net gains accrued to Ontario 


_ because of these interprovincial movements 


of people were: 


1931-41 68,350 
1941-51 1355160 
1951-61 124,400 


The estimated net balance of population 
movements with each province was as 


- indicated in the above table. 


It should be remembered that the fore- 
going table shows net balances which, with 
the exception of British Columbia, were in 
favour of Ontario in all three decades 
examined. The exchange of people across 
provincial boundaries has never been a com- 
pletely one-sided movement. On the con- 


_ trary, these interprovincial movements exhibit 


a multi-directional pattern, involving all 
provinces. However, these movements are 
almost impossible to trace unless Canada 
adopts a central population registry — a most 
unlikely supposition, since the creation of 
such an office would meet with almost uni- 
versal opposition. The magnitude of these 
interprovincial population exchanges does 
however lend itself to statistical analysis, 
which has produced the following estimate 
for the period 1951-61 in the form of a ratio 


of the number of out-migrants (from On- 
tario) to a particular province, to the number 
of in-migrants (to Ontario) from a particular 
province: 


Ratio of Out-migrants to In-migrants, 
Ontario, 1951-1961" 


Province Ratio 
Newfoundland D7 
Prince Edward Island 8.6 
Nova Scotia Dion 
New Brunswick WB Al 
Quebec 68.3 . 
Manitoba DONS 
Saskatchewan 0.0 
Alberta 76.9 
British Columbia 103.8 
Yukon and N.W.T. 90.6 
All Provinces 39.0 


1Ratios based on interprovincial migration 
estimates. 


This table shows that the number of On- 
tario residents moving to British Columbia 
exceeded the number of British Columbia 
residents moving to Ontario by almost 4.0 
per cent. Very high exchange rates are esti- 
mated for Alberta and Quebec. The Yukon 
and N.W.T. also show a very high ratio of 
exchange but in absolute numbers these ex- 
changes involve less than 1,000 persons in 
each direction. Very low exchange rates are 
estimated for Newfoundland and Prince 
Edward Island. Population exchange with 
Saskatchewan appears to be a one-way 
operation, in favour of Ontario. Exchange 


with Nova Scotia, New Brunswick and Mani- 

toba appears to be approximately a one-to- 

four ratio; for every Ontario resident moving 
to these provinces we receive four in return. 

It may be useful at this stage to place the 
two main sources of population growth in 

Ontario — natural increase and net migration 

— into some perspective. The relationship of 

the population growth components in On- 

tario during the period 1931-1961 can best 

be illustrated by the table on page 12. 

All this yields several interesting observa- 
tions: 

e the total size of population increments 
between these three periods increased 
127.5 per cent between the first and 
second periods, and 102.3 per cent be- 
tween the second and third periods. 


e the relative importance of the two com- 
ponents of population growth — natural 
increase and net migration — are changing. 
Natural increase diminished from 78.2 per 
cent in the first period to 58.1 per cent in 
the third period. On the other hand, the 
net migration component increased its 
share from 21.8 per cent in the first period 
to 41.9 per cent in the third. 


e an even more dramatic change occurred 
in the relative positions of the two sub- 
components; in the first period (1931-41) 
international migration played a minor 
part in the growth of Ontario’s population 
(2.6 per cent), whereas in the last period 
(1951-61) it accounted for 34.3 per cent 
of the total growth of the province’s popu- 
lation. The net interprovincial migration 
contributed almost 14 to the total popula- 
tion increment in the first period (19.2 per 
cent) whereas in the third period its con- 
tribution fell to 7.6 per cent. In other 
words, during the first period, for every 
immigrant from abroad Ontario received 
roughly seven people as a result of inter- 
provincial migrations (mostly from the 
Prairie provinces — 85.0 per cent); during 
the second period the ratio of immigrants 
to interprovincial migrants was almost 1:1; 
and during the third period for every per- 
son who moved to Ontario from another 
province we received 4.5 people from 
abroad. 


Internal Migration in Ontario 

Although internal migration does not con- 
tribute to the overall growth of population of 
any province and country it does serve as an 
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Components of Population Growth, Ontario 1931-1961 


1931-41 1941-51 1951-61 
% of Total % of Total % of Total 
Population Population Population 
Number Growth Number Growth Number Growth 
Total Population 
Growth in Ontario BO, 2 bee LOUL 809,887 100.0 1,638,550 100.0 
Natural Increase 278,488 78.2 520,494 64.3 95930) 58.1 
Net Migration 77,484 21.8 28939358 Boal 686,620 41.9 
(Net International 
Migration) 9ds 2.6 154,238 19.0 5623228 343 
(Net Interprovincial 
Migration)! 6350619 135; Deh Ged 124,392 7.6 


1Estimated. 


important vehicle of population redistribu- 
tion. The causes stimulating internal migra- 
tion are varied and usually involve both 
“push” and “pull” factors, which fall into 
three basic categories: personal, sociological 
and economic. 


Personal: family reasons, retirement, illness, 
etc. 


Sociological: maladjustment to community, 
wanderlust, presence of relatives or 
friends, physical and cultural amenities, 
(ler 


Economic: better employment opportunities, 
better wages, better working and living 
conditions, population pressure, techno- 
logical changes in industry and agriculture, 
transportation facilities, etc. 


Economic considerations always play an 
important part in migration. People tend to 
move from areas of low economic oppor- 
tunity to areas of high economic opportunity. 
On the other hand, the non-economic factors 
such as better physical and cultural amenities 
cannot be overlooked. It is difficult to sepa- 
rate these factors, since in most cases they 
augment each other. However, it is safe to 
assume that some combination of economic 
and socio-cultural factors are the motivating 
forces in internal migration. 

Direct measurement of internal migration 
is impossible in the absence of a central 
population registry. However, some measure- 
ment can be achieved by asking certain ques- 
tions during the national census, as was done 
in 1961 and will probably be repeated in the 
1971 census. Such questions may allow us to 
calculate the volume and the direction (in a 


very broad sense) of migration streams. On 
the whole, however, these measurements lack 
precision and at best present only a general 
indication of the volume and direction of 
internal migration. 

There are few surprises in the listing of 
counties which have gained population, since 
all of them include, or are located near, 
major urban centres. However, there are 
some surprises on the “loss” side of the 
balance sheet which should be explained. 
York County is shown as losing 2,500 
people, which is interesting considering the 
number of immigrants it has attracted. How- 
ever, it can be safely assumed that these 
people probably moved to the neighbouring 
Counties of Peel and Halton, both of which 
have shown large gains. The same could be 
said about Wentworth County which is also 
shown on the losing side of the balance sheet 
and whose residents probably moved across 
to Halton County (Burlington). Essex County 
is shown as the biggest loser but this is easily 
explained by the fact that during the period 
of 1951-61 economic conditions in that area 
were rather depressed. The same explanation 
applies for Welland County. 

Tentative estimates of intra-provincial 
migration during the period 1961-66 suggest 
that the propensity to migrate increased. 
However, these estimates are less accurate 
than those for the period 1951-61 because 
we have no reliable data on the distribution 
of immigrants across the province. 

These estimates show that only nine coun- 
ties definitely gained through these move- 
ments, eleven were only slightly affected and 
thirty-four lost a large number of their resi- 
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dents. This out-migration affected mainly the 
districts of Northeastern and Northwestern 
Ontario, as well as most counties in Eastern 
Ontario (except Carleton County, which had 
a favourable net balance in in-migrants). 
Central Ontario attracted the majority of 
migrants, followed by the Mid-Western On- 
tario Region. This intensification of internal 
movements can best be illustrated in this 
way: during the 1951-61 period (ten years) 
the net total of these movements was 86,000 
whereas in the five-year period 1961-66 it is 
estimated that the total was 77,000. 

Six areas which were listed during the 
period 1951-61 as gaining appreciably 
through internal migration are shown in the 
1961-66 period as losing a considerable 
number of their residents. These are the Dis- 
tricts of Algoma, Sudbury, Nipissing and the 
Counties of Renfrew, Simcoe and Lambton. 
Essex County, which lost heavily during the 
fifties, is shown as attracting some migrants 
in the sixties. 

As we can see from the foregoing discus- 
sion, it is not easy to assess the magnitude 
and direction of migration streams, since in- 
ternal migration is sensitive to constantly 
changing stimuli, an example of which we 
have seen in the case of Essex County during 
the period 1951-1966, or in the case of the 
northern districts, which at one time were 
able to attract a great number of new resi- 
dents only to lose them in the succeeding 
period. It could also be said that certain areas 
are prone to migration, as in the case of most 
counties in Eastern Ontario and the rural 
counties around Georgian Bay. On the other 
hand, counties situated around the western 
shore of Lake Ontario, from Oshawa to 
Niagara Falls seem to possess a magnetic 
attraction for migrants. Carleton and Water- 
loo counties are also able to attract a con- 
stant stream of migrants. The case of Carle- 
ton County is of special interest since it is 
surrounded by an area which traditionally 
loses people. 

Internal migration then, as a distributive 
force, affects the growth or decline of par- 
ticular areas in Ontario. But the areas in 
Ontario, which have an attraction for pro- 
vincial migrants, also attract migrants from 
other provinces and from abroad. In addi- 
tion, the natural increase indexes for these 
areas tend to be above the provincial average 
because of above-average fertility rates and 
below-average mortality rates. The cumula- 
tive effect of all these trends (migratory and 
vital statistics) contribute greatly to the 
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unevenness of population in Ontario on the 
one hand, and to the rapid growth or decline 
of particular areas on the other. 

Ontario is not unique in this process. 
Similar trends are observed in the United 
States, where east-to-west and south-to-north 
migration streams have been noticeable for 
years. In England, the London urban ag- 
glomeration and the south coast attract a 
considerable number of migrants, whereas 
the Midlands and the northern districts are 
constantly losing members of their popula- 
tion. In Germany the general drift is to the 


west, and in Italy from the southern prov- 
inces to the northern industrial areas. Even 
in the socialist countries, where movements 
of people can be, and are, regulated by the 
state, some areas seem to be more attractive 
than others, as for example in the U.S.S.R. 
the Moscow urban area, and in Poland the 
central area around Warsaw and the western 
provinces. 

The attraction of urban life intensifies the 
rural-urban movements. Technological ad- 
vances in agriculture will free a considerable 
number of people presently engaged in farm- 
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ing. Whether they will move to the major 
urban agglomerations is debatable. Some re- 
searchers suggest that the difficulties in living 
conditions encountered in large areas will 
make them less desirable places to settle, 
whereas the medium-sized city offers most of 
the amenities of city life without the frustra- 
tions now prevalent in large centres (expen- 
sive housing, costly transportation, etc.). If 
this prediction of future trends in migration 
becomes true then we could expect a faster 
rate of growth for our cities and towns in the 
range of 20,000-100,000 population. 
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Table 1 — Age Distribution of Ontario Population’ by Census Years 1901-1966 


1901 1911 1921 1931 1941 

Age % of % of % of % of % of 
Group 000’s_ Total 000’s Total 000’s Total 000’s Total 000’s_ Total 
0- 4 DMO 633 AOA a30Ie8e 1030 307.7 9:0" 2979 “19 
5- 9 Pe Gal Gm 442 9a) 307. 90:58 -333.0 9.7 301.5 °8.0 
10-14 OOO SSG SO ka O18 ©6938. 324,8) 8.6 
15-19 DAO gm AOS) 0240589.) 204.9 8.8 319.0 9:3" 33971 8.9 
20-24 DTCC Oo 9h 247-2) 9.8) 9239.9 e*e2- 291.3 85° 3240 8.5 
25-29 7 Comes eae 90 2585 eel 264.7 67.7) (315.7 78-3 
30-34 ame ere O5 6 Ue 7) wld ae 7 2 6252.2" 753. 280,50) 76 
35-39 ie OME OOP EL 720m 6:8 ©2195aneT.o8 2460.7 7:2) 268.4 7,1 
40-44 fei ese 50 eo eT 06.4 228.6 (6.6 250;3" 6.6 
45-49 Mae ees 653) 1611) 6.58 2062 601° 2526 "od 
50-54 COME WME 1G Sees Oeil 41 Our eee ali 7.7 | See) 214s 5:6 
55-59 NOLOee = 322 CTS Oe 1a SS eI|7.1 | OI SS; 4s 
60-64 6207" 2:9 (Pee IRE) 96.0 33° 7115.0 3:33 149.6 -3.9 
65-69 aoe eee 54.3.5 22 69.8 2.4 O27, “267 WIT6A” 93el 
70-74 SAT = W126 40.8 1.6 ASO.) 1.6 ie Ome. od Soom oes 
75-79 203.) 10 260 e1.0 270" G0 40.0 1.2 5553) 1S 
80+ 1933- iOS 212. O38 24.9 0.8 29:9. 0:9 A368 led 
‘Total 2182.9" 100'022,527.3' 100.092,933,7 
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1951 1961 1966 
% of % of % of 
000’s Total 000’s Total 000’s Total 
S147 112°) 7402) 1S) 45s tO 
399.3 8.7 674.5, VOCST © Oman te 
B20 5)3 Tile» 593.0 95) 6883 9.9 
Blse/, 6.97 436.9 - 7.0 ~S99%2 8.6 
352.4 7.6) 2387 OA Saal 7.0 
Bowen, 8:4 422.7 6.8 433.9 6.2 
3510. 7.6 459.8 “T:4- [447.19 96,4 
340.8 74 469.3 Ea 4d 26 6.8 
302 OHO, Bos 6.4 469.4 6.7 
268.1 Sa HoO)rs! Sas SO 5.6 
DATE 5.4 309.8 SAO) Sse: Soll 
2NOS AG BS -3: APM SB) 8 4,2 
182°5 40 218.5 3.5 244.1 Bos) 
Sat 3.4 180.1 2.9 99-2. 29 
OO 2s 146.3 Mey Nail Ds 
70.4 eS 97.7 16 108° 1.6 
55.9. O33 83.9: 13-- 100:92*° 14 


100.0 3,431.7 100.0 3,787.7 100.0 4,597.5 100.0 6,236.1 100.0 6,960.9 100.0 


| Source: DBS, Census of Canada, 1961 for Years 1901-1961. 
DBS, Census of Canada, 1966 for Year 1966. 
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Table 2 — Ratio of Working Age Population of Ontario for Census Years 1931-1966 by Economic Regions and Counties 


Working Age Population’ as Per Cent Working Age Population! as Per Cent 
of Total Population of Total Population 
Regions and Counties 1931 1941 1951 1956 1961 1966 Regions and Counties 1931 1941 1951 1956 “19Gh aoe 
Eastern Ontario Lake St. Clair 
A — Ottawa Valley: A — Border: 
Carleton 658s OOM OD. 02:3, G06 UOleS Essex 63.7) ‘67:6 64.9. 61.6.5 55;omoee 
Lanark 6322) 563; Jn, 0010 O14 OG UO Kent 62.5. 64.5 .61.6 59.) 257. Gieae 
Prescott 550 SO. |). 4 Os ame Sub-total 63.4 66.7 64.1 61.0 38:1 esa 
Renfrew 59.0 62.4 60.9 57.9 55.8 Soul B panes Lambton: 
Russell 53.05 JT Oo) DOF ROU Do Lambton 63.4 64.6 61.8 59.0 573 582 
Sub-total G25 A664 G29: “COR SStSaeo oa Sub-total 63.4 64.6 “6158 59:0" 575 Sos 
B — Upper St. Lawrence: p 
ee 61.4 62.7 578 570 56.0 56.6 Total — Lake St. Clair 63.4 663 63.6 605° S79 Uso 
Frontenac 6551) 167,42 564.584 Ol 5a ON See Ole Mid-Western 
Glengarry SW RE TIE Skt RN yo. WB in VRP LI aye | DY 
Grenville G21 6393 9505s 3) TS pee rene on 
Pec ae ee ee Waterloo 64.7 68.2 65.2 61.6 59.8 60.5 
Sub-total 6223.5 .04.0m560,9) 259 2a 55:0 oe ay ; ; as 
Total — Eastern Ontario 62.6 65.6 62.2 59.9 58.6 59.5 AR eta a 644: 09-8... 02.8.0 22, 2a eae ae 
Georgian Bay 
Lake Ontario A — Blue Water: 
Durham O27] e205: 8m OUr 4: ety sie OL Ogee ia Bruce 62:0 61.7" (S7:3°°55,6 54, Seen 
Haliburton 3.6) (O0LL S59 05a oa Lc oad Dufferin 64.1 63.9 58.7 56:7 ‘56.59 5G 
Hastings (SURI Ase) MAS OLS Mekal Slokole ee) Grey 62.1 62.9. 59.9 58.0) S627 owen 
Lennox & Addington 61.4 61.3 57.2 56.0 55.2 56.0 Simcoe 63.1 64.8 61.0 58.0 S63 3573 
Northumberland 62.5" 63:8 ~59.2 3563. 55.65 564 Sub-total 62.7 63.5 59.9" 575 =56, 2a 
Peterborough 637] 2.00.9) OL 8.4 ed Onno) B — Highlands: 
Prince Edward Ol LPO 230159 .2. E126) fsa OM Muskoka 61.6 643 60.7 58.1 56.7= 568 
Victoria 6322 M64 M588, 56:85 502s 56:8 Parry Sound 59.2: 62.8 "57.5 1 56.P 25510 see 
Total — Lake Ontario 62:0 9 63:8160.0 957.6 56,4. 57.5 Sub-total 60.3 63.4 59.0 57.1 56.2 56.3 
Total — Georgian Bay 62:2 “63.5 59.7 S74 62 eesae 
Central North Oo : 
Halton 66.0 67.7 63.0 59.8 57.6 58.7 a ete 
ari 9) a . 
Posies 654 672 62.2 605 388 591 Cochrane 635 640 61.0 59.1 57.2 569 
Timiskaming 64.8 65.2 :59.4 57.9 560.8 336 
Total — Central 6927 08.0 O55 Ol Omeee. 6 Sub-total 62.0. 63.3 60:0 583. 56.6nnoG 
; B — Nickel Range: 
Niagara Manitoulin 60.3 57.9. 56.4 955.6 S3.5.085 2 
A — Burlington: Sudbury 62.2 63.6 61:7 59.4 "S7ieeee 
Brant 65:34 61.4 62.9 £59 OmsOl 3.593 Sub-total 61.9 62.9 61.2 359.1 S73 es 
Wentworth O7es WON CoA) 2 COG Gil. C= Sauuiltic 
Sub-total OHA WOO OG OF2 COs Cl Algoma 61.8 64.25 61.8 61:3) 57-6) oso 
B — Niagara: Sub-total 61.8 642 61.8 61.3 ~S7.67 3a 
Haldimand 6279 O47 9 On ONE EO Onl Total — 
Lincoln 6527 968.9 464.4. 6101 59:3"7 95929 Northeastern Ontario 61.9 63.4 60.7 59.2 57.1 57.1 
Welland O52 09:35 164.) mOlle2) $59 2 226000 
Sub-total 65.0:5.68.0 5 164351 ~ 60.7 955-99 5G Lakehead — 
Total — Niagara 66.4 69.5 65.0 61,6 60.1 60.4 Northwestern Ontario 
Kenora 63.7 67:1 *62:5 ~605 S/n 
ote Es, Rainy River 60.8 63.3. 59.0 57:2 54.5) 36m 
ae een le Thunder Bay 67:1 72.5 “65.3 62.2% -59\4esnoee 
ee pe Ze oe 60.2 58.9 58.9 Total — 
iddlesex : 8:3) 64,67 Ghat 259.8 004 : 
Norfolk a er Ric ee Fe Northwestern Ontario 65.3. 69.9 63.8 61.1 58.3 58.9 
Oxford O04. 4>665-5  O2e2 MOU mS) —os.0 GRAND TOTAL — 
Total — Lake Erie Op2) (6695S 2263 -oe Ol: a) Is oro ONTARIO 65.2 67.6 64.3 61.6 59.7360 


115-64 year age group. 


Source: DBS, Census of Canada for respective years. 


Table 3 — Number of Births per 1,000 Women in the Child-Bearing 


Year 15-19 20-24 25-29 30-34 35-39 40-44 45-49 
1921 35.4 150.3 173.4 143.0 OS 25 38.6) 54 
1931 pommel) pl45.2 114°9 74.1 28.8 3.4 
1941 Sore = 193°" 8137.5 96:3 55 Jeeta 7 
1946 40:4) 166.9. -169.7 123.2 TOO ea 2 
1951 Oude eiso4 181.8 125:2 OSI e210 1.9 
1956 C6605 6225:5 205.1 135.6 dose e2nO © 1.6 
1957 fo:0aee223.1 209-0; 133.3 TA DIT 22.0", Gled 
1958 F0-Gem 28.5 208.3) 5 133.0 Te lO Ney 
1959 Heimer 5 21a 133.3 73.0, 20:8. le] 
1960 7OOmeat2 217.18 134.7 Ti Tee? lO ALES 
1961 GO oo. oe 21 16y) 134.2 69. Sie 2.9 = VIL 
1962 Of Smee 3929.5 210.58) 133-9 65:67 921:9 7 1:4 
1963 CO Sue oS. e208 lee 33 A 6o.2ee lee 12 
1964 57 8eee2l9.72 202.4 1238.6 64.6 20.4 1.6 
1965 58:56) 192.9 18016) 11455 593m his) 1.5 
SRS | CLIMB IANA We, Od 98.8 52, Spl Ol 13 


1966 


- Source: DBS, Vital Statistics. 
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Age Groups, Ontario, Selected Years 1921-1966 


Table 4 — Number of Births per 1,000 Women in the Child-Bearing 


| 


nNWiear 


1921 
1931 
1941 


1946 


} 1951 
| 1956 
ma 957 
| 1958 


£959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 


Source: DBS, Vital Statistics. 


Age Groups, Canada, Selected Years 1921-1966 


15-19 20-24 25-29 30-34 35-39 40-44 45-49 
38.0 165.4 186.0. 154.6 110.0 46.7 6.6 
Po Seals Wisely 145:3 1031" =440" 3.5 
SOs 38.4 1598. 122.3 SOM oleGn eS. 
36.5 169.6 191.4 146.0 93.1. 34,5, 6 
48.1 188.7 198.8 144.5 S65, 930.9) 3.4 
poo ne22222 220.1 150.3 89:6 530285 2.9 
60.2 227.1 224.1 149.4 DOs y30e 52.8 
B92 226.5 © 2233 147.9 Si Ome oo 2.) 
O04: (233.8 226.7 147.7 Si See O 2.) 
59.8 233.5 2244 146.2 84.25.285 2.4 
de. 233.6 219.2 144.9 SERS r 2.4 
55107 231-6, §214:6- 14371 Tien 26m 21 
bo = 2260) 210.6" 1403 ISO PO Ze 
DOL, 921258 °203;1 134.9 2A pees Sol 
493. 188.6 181-9 119.4 65.9. 22.0," 2.0 
25-2) 16931" 163.55 103;3 Se Onde BA: 


Table 5 — Births by Order in Family in Ontario, 1927-1966 


Year 


1927 
1928 
1929 
1930 
1934 
1932 
1933 
1934 
ISS 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
£953 
1954 
1955 
1956 
LOST 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 


(Percentage of Total Births) 


Birth Order 


[st 


26.0 
26.7 
I 
29.0 
28.5 
27.5 
Mie 
27.9 
30.0 
31.0 
31.8 
33.4 
3377 
35.6 
37.9 
38.6 
37.5 
34.3 
235 
37.0 
39.3 
34.8 
B85 
30.5 

30.4 
372 
Bg 
30.8 
29.8 
29.4 
29.8 
29.4 
28.8 
28.2 
27.6 
al 
27.0 
27.9 
30.8 
34.1 


2nd 


20.8 
21.0 
gies 
21g 
22.3 
22.6 
22.6 
225) 
225 
22.4 
22.9 
23.5 
23.9 
24.5 
24.6 
252 
26.0 
Pape 
27.4 
27.6 
oT 
28.9 
30.0 
29.6 
28.9 
27.0 
272 
26.6 
26.4 
26.2 
25.8 
eee 
25.9 
25.3 
24.8 
oe 
24.9 
25.0 
25.0 
26.0 


3rd 


1526 
{537 
15.4 
15.0 
15:0 
1St3 
ils) 
Ao) 
15.4 
14.8 
14.6 
14.4 
14.7 
14.1 
Rewy! 
13.6 
14.3 
(553 
15.5 
15.0 
14.8 
16.0 
17.4 
17.9 
18.3 
18.2 
18.3 
18.6 
18.7 
1S ch 
18.9 
18.5 
19 
18.9 
19.0 
18.8 
PSEo 
18.7 
179 
16.8 


4th 


11.4 
10.8 
10.7 
10.5 
10.5 
10.4 
105 
10.3 
10.2 
a 
9.6 
oe 
8.9 
8.4 
8.1 
7.8 
8.0 
8.6 
8.5 
8.0 
ii) 
8.4 
8.7 
oe 
i) 
10.1 
1032 
10.5 
10 
Aral 
pie2 
1 NE 
Gs) 
ae 
12.0 
1221 
12-2 
Lis 
jaye 
10.0 


5th 


8.1 
182) 
7.4 
q2 
dee 
Glee) 
Gist 
6.9 
6.9 
6.4 
6.4 
6.0 
See, 
Bye) 
5.0 
4.7 
4.7 
4.9 
oat 
4.5 
4.2 
4.3 
4.7 
4.9 
5.0 
Sol 
5.4 
Dol 
6.0 
6.1 
6.2 
6.4 
6.6 
Go 
Cio 
6.9 
Aad 
6.9 
6.3 
a 


6th 


56 
5.6 
3:3 
Sel 
5.1 
Dal 
Sal 
5.0 
4.8 
4.6 
4.3 
4.0 
4.0 
Se) 
35 
a2 
3.0 
Sa 
Sew 
2a, 
2.4 
Doth 
ji | 
29) 
2.8 
256 
3.0 
Sal 
Sms) 
3.4 
35 
3:6 
326 
329. 
She) 
4.1 
4.1 
4.0 
Sik 
3h 


7th 


4.0 
Sie) 
3.9 
Shee) 
Sef} 
3.6 
EI 
3.6 
3.4 
3 
32 
310 
P| 
2.4 
Pee 
Paps 
2.0 
232 
21 
V9) 
1.6 
1.6 
17 
‘eld 
Le] 
1.6 
Ley 
1.8 
1.8 
20 
2.0 
Del 
el 
IED 
Zi 
2.4 
Z3 
Des 
pi 


a. 


Ly, 


8th & 
More 


8.5 
8.3 
8.1 
Chee! 
7.8 
8.3 
8.2 
8.2 
es 
7.4 
deal 
eS) 
6.2 
ee) 
Dee 
4.6 
4.5 
4.5 
4.6 
3.6 
See 
o32 
3.4 
oS 
3.0 
3.0 
Do) 
3a) 
Sad 
Sak 
3:1 
3.2 
2.6 
Be) 
6S) 
325 
bee 
300 
3.0 
220 


Source: Original statistics for the years 1927-1951 were obtained from the 
Registrar-General’s Office. Original statistics for the years 1952-1957 
from “Report relative to Registration of Births, Marriages and Deaths 
in the Province of Ontario”. 


1958-1965 — DBS, Vital Statistics. 


Appendix 


Table 6 — Ontario’s Population 1839-1968 
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Table 7 — Population of Ontario as a Per- 
centage of Population of Canada, 


Year Population Year Population Year Population 1861-1966 

1839 409,048 1882 1,942,337 1925 3,111,000 Ontario’s 
1840 432,159 1883 1,961,446 1926 3,164,300 Popu- Popu- Population 
1841 455,688 1884 1,980,556 1927 3,219,000 lation lation asa 
1842 487,053 1885 1,999,665 1928 3,278,000 of of Percentage 
1843 n.a. 1886 2,018,774 1o29 3,334,000 Canada Ontario of Canada’s 
1844 n.a. 1887 2,037,884 1930 3,386,000 Period 000’s 000’s Population 
1845 n.a. 1888 2,056,993 1931 3,431,700 

1846 eae 1889 2,076,102 1932 3,473,000 1861-1871 38415 bt.621 422 
1847 ‘as 1890 2,095,212 1933 3,512,000 1871-1881 4.512” 1921s 24207 
1848 725,879 1891 2,114,321 1934 3,544,000 1881-1891 5.035. 214 aAt9 
1849 Hea: 1892 DNS 4 1935 3,575,000 1891-1901 5,592. 2185 39.0 
1850 Tica. 1893 2,128,046 1936 3,605,500 1901-1911 1450 2527 eee 
1851 952.004 1894 2,134,909 1937 3,637,000 1911-1921 O51" 2,934" =304 
1852 : 1895 2,141,771 1938 3,672,000 1921-1931 10,658 3,432 BOD 
1853 n.a. 1896 2,148,634 1939 3,708,000 1931-1941 1810 7 3488 ot 
1854 n.a. 1897 Dal 4977) 1940 3,747,000 1941-1951 14,009 4,598 RO} se 
1855 Nia. 1898 262.359 1941 3,787,700 1951-1961 18,238 6,236 34.2 
1856 Teas 1899 PANO9222. 1942 3,884,000 1961-1966 20,015 6,961 34.8 
1857 ies 1900 2,176,084 1943 3,915,000 

1858 Has 1901 2,182,947 1944 3,963,000 

1859 n.a. 1902 2,194,000 1945 4,000,000 

1860 | 1.396.091 1903 2,217,000 1946 4,093,000 

1861 { Cate ok 1904 2,246,000 1947 4,176,000 

1862 Dea: 1905 2,289,000 1948 4,275,000 

1863 Beas 1906 2,299,000 1949 4,378,000 

1864 n.a. 1907 2,365,000 1950 4,471,000 

1865 ee 1908 2,412,000 1951 4,597,600 

1866 n.a. 1909 2,444,000 1952 4,788,000 

1867 1,525,000 1910 2,482,000 1953 4,941,000 

1868 1,548,963 1911 2,527,292 1954 5,115,000 

1869 1,572,926 1912 2,572,000 1955 5,266,000 

1870 1,596,889 1913 2,639,000 1956 5,404,900 

1871 1,620,851 1914 2,705,000 1957 5,636,000 

1872 1,651,088 1915 2,724,000 1958 5,821,000 

1873 1,681,326 1916 2,713,000 1959 5,969,000 

1874 1,711,564 1917 2,724,000 1960 6,111,000 

1875 1,741,802 1918 2,744,000 1961 6,236,100 

1876 1,772,039 1919 2,789,000 1962 6,351,000 

1877 1,802,277 1920 2,863,000 1963 6,481,000 

1878 18323515 1921 2,933,700 1964 6,631,000 

1879 1,862,752 1922 2,980,000 1965 6,788,000 

1880 1,892,990 1923 3,013,000 1967 7,149,000 

1881 1,923,228 1924 3,059,000 1968 7,306,000 


Source: Records of Upper Canada Legislative Library, Queen’s Park. 
D. G. Creighton, British North America at Confederation. 


Office of the Registrar General, Ontario. 
DBS, Census of Canada 1941. 
DBS, Daily, August 19, 1968. 


ec a Se 
Table 8 — Annual Increase in Population! in Ontario and Canada 1941 to 1968 


a 


Canada? 
Ontario Canada? Excluding Ontario 

Average Population Average Population Average 

Annual (Includes Annual (Includes Annual 

Year Population Increase Nfid.) Increase Nfid.) Increase 
000’s 000’s % 000’s 000’s % 000’s 000’s Jo 
1941 3,788 41 dat 11,810 128 its 8,022 87 1 | 
1942 3,884 96 eS 11,962 Np he 8,078 56 0.7 
1943 3915 ai! 0.8 12,108 146 en 8,193 LS 1.4 
1944 3,963 48 ee 125262 154 iss} 8,299 106 1.3 
1945 4,000 a7 0.9 12,394 132 tet 8,394 95 | 
1946 4,093 93 2.3 125622 228 1.8 8,529 135 1.6 
1947 4,176 83 2.0 12,888 266 Dat 8,712 183 os4 | 
1948 ATS 99 2.4 136067 279 Ds 8,892 180 Dol 
1949 4,378 103 2.4 13,447 280 Zeal 9,069 Lay 2.0 
1950 4,471 93 DA IBZ 265 2.0 9,241 172 9 
1951 4,598 127 2.8 14,009 297 22 9,411 170 1.8 
1952 4,788 190 4.1 14,459 450 322 9,671 260 28 
1953 4,941 153 a2 14,845 386 ONG) 9,904 233 2.4 
1954 yl Ws 174 355 15,287 442 3.0 105172 268 De 
1955 5,266 fe 3:0 15,698 411 74} 10,432 260 2.6 
1956 5,405 139 2.6 16,081 383 2S 10,676 244 De 
1957 5,636 231 4.3 16,610 529 Bw) 10,974 298 28 
1958 Stop A | 185 33 17,080 470 2.8 11,259 285 2.6 
1959 5,969 148 2 17,483 403 2.4 11,514 255 23 
1960 6,111 142 2.4 17,870 387 De Rie 245 Dek 
1961 6,236 125 24 18,238 368 One| 12,002 243 Zeal 
1962 6,351 LI 1.8 18,583 345 1.9 22232 230 1.9 
1963 6,481 130 20 18,931 348 1.9 12,450 218 1.8 
1964 6,63 1 150 2,3 19,290 359 1.9 12,659 209 hen 
1965 6,788 157. 2.4 19,644 354 1.8 125856 197 1.6 
1966 6,961 173 25 20,015 Sail 1.9 13,054 198 {) 
1967 7,149 188 2.1 20,405 390 1.9 133256 202 iS 
1968 7,306 157 Pad 20,744 339 1.6 13,438 182 1.4 


inn rn 


145 at June Ist. 
2 Totals for Newfoundland have been added prior to 1949. 


Estimates were based on the Newfoundland Census as follows: 

1869 — 146,536; 1874 — 161,374; 1884 — 197,335; 1891 — 202,040; 1901 — 220,984; 
1911 — 242,619; 1921 — 263,033; 1935 — 289,588; 1945 — 321,819. 

Source: DBS, Census of Canada for Census Years. 


DBS, Population Estimates for Intercensal Years. 
DBS, Daily, September 12, 1968. 


ee 


Selected Economic Indicators 


Leading Indicators 


Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) Number ¥ 
p 
o 
i423 a 
41 
_40 
259 
New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) $ Billion ¥ 
je) 
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_4.0 C 
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BaF) 
aad 


Commercial/ Institutional and Industrial Construction Contracts, Ontario $ Million 
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‘Leading Indicators 


Total Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) $ Billion 
: 30 


VT 9189S 


ae 
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Toronto Stock Exchange Industrial Index (1956 = 100, Not Seasonally Adjusted) Index 
1956 = 


CT APIS 


_160 
_140 
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Coincidental and Lagging Indicators 


$ Billion 


VT 2189S 


Current Dollars : 
Constant (1957) Dollars 


60 


Gross National Product, Canada (Quarterly, Seasonally Adjusted at Annual Rates) ee 
210 
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(constant 1961 dollars) 50 
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| Average Hourly Earnings in Manufacturing, Ontario (Seasonally Adjusted) Dollars 
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Coincidental and Lagging Indicators 


Average Yield of 3-Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) Per Cent 


V 2898 


a a 
6.0 
25.0 
_4.0 
3.0 
2.0 
cra 


Employment, Ontario (Seasonally Adjusted) Million 


3.00 


VT 9189$ 


22550 
EAS 


22.00 


Unemployment Rate, Ontario (Inverted Scale, Seasonally Adjusted) % of 
Labour 
Force 


V 9129S 
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Index of Motor Vehicle Production, Canada (1961 = 100, Seasonally Adjusted) Index 
1961: 
100 


—400 


TT 29S 


_300 


200 


—100 


par i) 


0) 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 


‘OJUOLO [, SSA] O1ADIUQ, 
‘paisnipo A]jDUOSDaS 1ONn 
‘ppoudy) 40f SI11811D19 > 


DUTiMEGUCIamr Ch. OSCll Oe Grcle OTC iccol., 9 CCL OCCL cco) GIGI- FECT TIZl LOI 001 = 1961 n‘oXOPU] 91g JowNsuoD 
PiCicmmeC OOCMEGULG SOULC Stic SELIG, EV9IC SO9G WF I9C ~68SC. TSG 89S “VESt CPST  OOL=6E-SEOI n‘oXOPUY DI sfeliayey] [elysnpuy 
Grcmers GamS9s Gn toc O9L70 ©C8LC GLUT OCS % YOST “LUST CLOT StSC, FEST 065°C uo $ “S'N nSPAIOSOY WuULYOXY UsIo10-4 
SIOJVIIPUT PIYIssejsuy) 
COETT EOELT THZLT TSIZTT 9OOLT COPIT ESLIT THELT O'6PI'T OOOTT EF8O'T TLZI‘I I'7Z60'l 0'€96 UOT $ osyoduiy 
Jee CIC IMG GUC ING ric) Uccc leGrol?) L66cl Serol 8 VOC las TOC T SSOP L POLI L OSIL 1S €0LT UOITTLAL $ 9(S}iodxa-a1 Sulpnjoul) syodxy 
ee 86 8c09 cl 6S  ¥S8S O06S OF 6S SPSS €8'6S 18°65 68S 6014S €8rS  69°S¢ HMM (a1ey [enuuy) puewog Asiougq Areurlig 
rele OGtEa OCS Le PO OST COST LSI. “Sir8l ~S6Sk LOST L6Ll “S'SLY S'LLT  O'6LT SOI SPO pue JoMog o11}99/4 
Dorie Cortes OOrlourr cr OOP LUST ECOl 9091 L6ST PPS I'SST O'FST GZSI €:FSI SUIUL 
Oa cet Ooi Ss O06) —c060) CS8I 8°61 S281 S78l O'SST SSI OSI GES ZOS8I 2So]qeing 
Coster Coho Sie TIS S9'0SL -COSE GEST OSI SOLYI 86PI O8Pl OPMRL SZHI 8°6EI 9S9[qeing-uoN 
Some OO eT COle OD OOl 6 Sol SLO SIL) S19k Zr9l CSOT OSOT LEST €E9T O'8S1 ssulINjoRjNUL| [2}O] 
PeOpeeS ORG LOI 1 LOL OL9L- EL9T CLL O'891 S91 O'99T LSOl LEST SI9T €'6ST OOT = 1961 suoljOnporg [elysnpuy Jo xopuy 
PoC. “CIO GCE RO Cluny tel) P1Sl “Sel @Icl -SOSl €67Il OSZI SLT ~ L971 STI 001 = 1961 yuowAo;durq [e1ysnpuy Jo xopuy 
POC ECOG mmeesc | sOLC 1) 9 t9C- 1. 9ST)  6ECT CTL €7CL S611 <98IT . LST UOT $ Solieyeg pue sade 
ee Ie RS 9°€ Xs O'€ 97 Oe LG ce ve Le ve ve WUID Jad 9010,J Inoge’y] Jo % se poko;durouy) 
66 +6 €6 601 ell 06 6L 06 78 86 €Ol Cll 1OL OOT S,000 posoydurou yy 
CeGCmmOIGG SC6OC 9260 8560 SOC OF67 LYOT S767 6189'S EZ6T 0687 858% LES‘Z S.000 posojdwigq 
ECO EmEvOO co scOc) SEO S. 1206 SEO GIO LED'S O10'E LL6'Z 9ZO'E ZOO'E 656% LEGZ 8.000 9010{ InogeT 
106 988 v88 ¢L8 998 998 798 988 6L8 €S8 798 Iss 0S8 S€8 UOT $ opely [ley 
Woo Seeescy, Dec). 090.9 P79. Str 9 ZE09! “OSS “=LSLS 9Pe'S €8L°S 9CL'S  LSL‘S UOITTAL $ |SejUID Sula ul payseD sonbayD 
tire GO, COL Cl teeny 9 = 85089 S860 evo  sEe9 v79 =99°S ES Cue 99-5 SPs qa Jag nsoey [lq Ainseor[, yUoW-¢ 
YO° —t60 16% ESEESSC S'S PSS [hee OL Cen CAME OLS MOL C sie][od suLINjORjNULYY Ul SsulUIe” A[INOH WeIOAY 
9EL‘8L TEV LL 809°9OL PTS‘PL OT6IL UOT $ (ajey [enuUY) sJonpolg [PUOTeNY SSOIH 
S10}BIIpuy SuIsse'] pue [eyuIpduloD 
sr 97 60 07 61 (OS Wi, (61S 67 C1 re ba Gill Cl UOT $ nSoPPIQery — soinjie.f ssoursng 
(és iss ZE CE Sr Bs cs 6S i ve Sr or 9€ 87 Joquinn nSoinpieyj ssouisng 
STSLIT €PSLI S9O89I PELLI ETLOI IES6L 8S O6I O7S8I LryZ6I €6'88I 67 L8I I96LT LEOLI 70691 O01 = 9961 nXOpuy [eIsnpuy “A"S L 
€OV'8~ Z678~T PZE'BZT BENST OEEBT TEEBT ISZ78Z LZO‘LZ 699'LZ OOP'LZ HZI‘LZ 89L‘9Z TZE9NOT €67‘97Z UOITTTIA $ okjddng Asuopy 
O0E*L9 O0E69 00809 006‘E9 OOE'Sh 006°6L OOP‘ZOI OOL‘6OI 00808 00786 OOS‘ES COPEL 006‘8F 006‘E9 Joquinn (a1ey [enuuY) sjievj}g SuIsnoH ueqi~A 
Ree rriaeoco ss Scll LOZL FOL ~GLSI GIL O'SSE -O'SZI PPST —S°LOI 8101 UOT $ syoRIJUOD UorjoNIysUOD 
; yelMsnpuy pue jeuonninsuy /ferorowWo0D 
Veet eemsyLe .V9ICS  6CS'S) GISE 60° SIS‘ OSs LESE I8s°€ T09.E OzP'e UONTTTA $ sSdIISNPUY SULINJOVJNULY] UI SIIPIO MIN 
O0Or €0r SOr €0r S0Or €0r #£4+TOPr VTOr LOr 90% 90F £ZOr JoquinN sulINjoRjnuLYy 
UI PoyIOMA SINOH APPOOAA WSvIIAY 
S1ojeoIpuy Suipes’y] 
ydog = ‘Sny Aqne sung Aew judy ‘ie xe} | ‘ues ‘0q «= AON ~yQ.0OU dogs BTN 
6961 8961 


paisnipy AT[euoseas 


SJOJEOIPUI OILUQUCDZ} 


easurer of Ontario 


Ontario Economic Review 


January/February 1970 
Volume 8, Number 1 


The Ontario Economy 


The Input-Output Structure of the OntarioEconomy 3 


R. H. Frank, S. M. Batrik and D. Haronitis 
Department of Treasury and Economics 


Selected Economic Indicators 


A publication of the 
Department of Treasury 
and Economics 
Government of Ontario 


Hon. Charles S. MacNaughton 
Treasurer of Ontario and 
Minister of Economics 

H. Ian Macdonald 

Deputy Minister 


The Ontario Economic Review is prepared 
and edited bimonthly in the Economic 
Analysis Branch of the Economic and 
Statistical Services Division, Department 

of Treasury and Economics. The review 
presents articles of interest as well as current 


information on economic activity in Ontario. 


Signed articles reflect the opinions of their 
authors and do not necessarily represent 
the views of the Department. 
Subscriptions can be obtained free of 
charge by writing the Editor, Ontario 
Economic Review, Department of 
Treasury and Economics, Frost Building, 
Queen’s Park, Toronto 182, Ontario 


About the Review 

The January/February edition of the 
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table for the Ontario economy. Essentially a 
method of recording detailed statistical 
information in the form of a table or matrix, 
an input-output model is of significant 

value in measuring the impact of changes 

in final demand for the product of each 
industry upon the various levels of economic 
activity within the province. 

The first section of this article outlines 
the conceptual framework of the Ontario 
input-output model and provides a 
concise exposition of the underlying 
methodology. The three basic matrices — 
the interindustry flow table, the matrix 
of input-output coefficients and the inverse 
representing the total requirements 
table — are examined in the second part of 
the study and presented in tabular form 
in the Appendix. The final section provides a 
summary of the statistical data sources 
and supplementary estimating procedures 
used in the construction of the model. 
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Indicator Charts, Pages 34-36 

Fluctuations in aggregate economic activity — 
commonly used to define business cycles — do 
not necessarily correspond with fluctuations 
in the individual activities which make up 
the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, ‘some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 34-36 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L1’ and ‘L2’ (logarithmic 
scales with one and two cycles respectively 
over a given vertical distance ) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 
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The Ontario Economy in 1969 and 1970 
Looking back over the past year, the per- 
formance of Ontario’s economy has been 
both gratifying and disappointing. Gratify- 
ing in that unemployment has remained rela- 
tively low, productivity has again increased, 
and incomes have jumped to record highs. 
Disappointing because inflation, a problem 
present at the start of 1969, is still unchecked 
as we enter 1970. 

Despite the disruptive impact of inflation 
and strikes — both of which played a signifi- 
cant role in the economy in 1969 — Ontario 
enjoyed a reasonable measure of growth and 
prosperity. An exact measure of the econ- 
omy’s performance has not yet been obtained 
but indications are that gross provincial prod- 
uct, the total value of final goods and services 
produced, increased by 9.6 per cent over 
1968. This means that the GPP advanced to 
$31.5 billion (on the new national accounts 
basis) from $28.7 billion in 1968. Prices 
increased 4.3 per cent and real growth 5.1 
per cent. Wages and salaries in Ontario 
recorded a sizable gain of approximately 12 
per cent, while the increase in corporation 
profits was a more moderate 7 per cent. 

Substantial growth in the size of the labour 
force was surpassed by a 3.8 per cent increase 
in employment, from 2,830,000 in 1968 to 
2,937,000 in 1969, lowering the rate of 
unemployment to 3.2 per cent from 3.5 per 
cent in 1968. 

The Canadian and Ontario economies did 
not follow the path predicted early in the 
year. An anticipated smooth and gentle de- 
celeration from the high rate of growth at the 
start of 1969 did not materialize. Instead, a 
series of labour disputes ranging from a 
costly Toronto construction industry strike- 
lockout to prolonged strikes in mining and 
steel manufacturing cut growth severely 
throughout the summer and autumn. As a 
result well over one million man-days of 
output were lost in these specific areas alone. 
In the closing months of the year there was 
some recovery, although strict anti-infla- 
tionary measures probably moderated this 
revival of growth. 

To understand the cyclical setting for 
1970, it is advisable to look back at the 
economy early in 1969. Canada entered the 
year with the economy expanding at a clearly 
excessive pace. This was accompanied by 
substantial price increases. 

A full range of anti-inflationary measures 
were already in operation, not only in 
Canada but also in the United States, where 


similar problems confronted the economy. 
In the U.S. credit restraints were tightened 
which added to the bite imposed by the ten 
per cent income tax surcharge and other fiscal 
measures. In Canada, governments at all 
levels attempted to exercise budgetary re- 
straint since the growth of the service sector 
(of which government is a part) was a prom- 
inent factor in inflation trends. The Govern- 
ment of Ontario struck out against inflation 
by holding down its spending, despite re- 
lentless pressures for further expenditure 
growth. The federal government imposed the 
social development tax and kept monetary 
policy tight. 

In the United States, restrictionist policies 
gradually began to produce a_ noticeable 
dampening of the economy’s inflationary ten- 
dencies. Real economic growth declined 
steadily, extending the pattern of deceleration 
started in the autumn of 1968. By the third 
quarter of 1969, the U.S. growth rate was 
down to two per cent. Although unemploy- 
ment rose to four per cent, price pressures 
were still very strong. 

In Canada, efforts to effect a systematic 
transition to slower growth rates were under- 
mined by labour disputes. While a smooth 
deceleration might have been forthcoming, 
the added burden of strike activity reduced 
economic growth in the second quarter of 
1969 to a standstill. Manufacturing, mining 
and construction were particularly hard hit. 
The third quarter of the year saw only a mild 
recovery. Weaknesses also appeared else- 
where in the economy, particularly in housing 
starts and in exports. 

This pattern of growth carried over into 
the mid-summer months of 1969, as the 
economy was still plagued by labour disputes. 
In addition to strikes in construction, nickel 
and iron ore, an 80-day work stoppage at 
Stelco seriously hampered the growth of 
industrial output by interfering with the flow 
of basic steel and steel products. 

An unsatisfactory level of industrial output 
was accompanied by continued weakness in 
housing construction. Urban housing starts 
in Ontario, seasonally adjusted at annual 
rates, declined to 58,600 and 65,500 in the 
second and third quarters respectively after 
reaching a level of 97,000 units in the first 
quarter of 1969. Nevertheless, in the period 
January-September, the total number of 
starts was 8.6 per cent higher than in the 
corresponding time-span in 1968. However, 
Toronto, which accounts for roughly half 
of all urban housing starts, recorded a loss 


of approximately 6.9 per cent. Starts in most 
other major urban areas were up in varying 
degrees with Ottawa, Windsor, Oshawa and 
Sudbury experiencing particularly large in- 
creases. For the year 1969 as a whole, 
housing starts for all areas of Ontario were 
approximately 80,700 as compared with 
80,375 in 1968. 

Business investment followed a unique 
path during 1969. Surveys indicated bullish 
intentions throughout most of the year, at 
first seemingly in response to the need to 
“catch up” and to the favourable surge in 
profits at the close of 1968, but later ap- 
parently due to fears of further inflation. 
Only recently has it come to light that strikes 
in construction and tight financial conditions 
resulted in some postponements of projects. 
Still, a marked overall gain was recorded in 
Ontario. 

Substantial increases in non-residential 
construction prices, a succession of very high 
wage increases and price rises elsewhere in 
the economy heightened concern over infla- 
tion throughout the year, despite some signs 
of moderation in the pace of economic 
activity. In June, discriminatory federal tax 
penalties were imposed upon construction 
of commercial buildings in urban centres. 
This policy affected Ontario in particular. 
However, weaknesses in construction activity 
appear to have resulted from labour prob- 
lems and financing difficulties rather than tax 
measures. 

The question of inflation received top 
priority during the year. Just after mid-year, 
the newly established Prices and Incomes 
Commission issued a series of proposals for 
voluntary price restraint on the part of in- 
dustry, government and labour. This volun- 
tary approach did not show any immediate 
signs of achieving acceptance. Negotiated 
wage increases remained at a high annual rate 
of approximately eight per cent. The annual 
increases in the consumer price index reached 
five per cent at mid-year and later settled 
back to a still-inflationary level in excess of 
four per cent. 

Early in the summer months the rapid 
ascent of meat prices attracted considerable 
attention as the index for food rose over two 
per cent from May to June. Although beef 
prices settled down soon thereafter, food 
prices remained high relative to the previous 
year. A large price increase was recorded for 
the year in the wholesale price index as well. 
Near year-end settlement of the steel strike 
appeared to trigger increases in selected steel 
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prices. These continuing price pressures 
prompted the federal government to hint that 
price and wage controls as well as further tax 
measures would be considered if the current 
rate of inflation continued. 

Ontario’s strength in 1969 came from resi- 
dential construction activity and exports, 
even though both sectors showed distinct 
signs of weakening throughout the year. The 
estimated value of actual housing expendi- 
ture was $1.3 billion in accordance with 
earlier investment intentions. Exports for 
Canada as a whole were 9.5 per cent higher 
than last year; retail trade in Ontario in- 
creased by more than eight per cent. 

Turning to the outlook for 1970, one 
major issue divides forecasters on the cur- 
rent state of the North American economy. 
While most agree that growth will once again 
decelerate under the weight of anti-infla- 
tionary monetary and fiscal policies, the 
argument revolves around the degree of 
deceleration and unemployment which will 
accompany it. In the U.S., some suggest 
that the economy has already entered a 
period of no economic growth, while others 
expect that the current pause is just that, a 


pause, to be followed by a resumption of 
economic growth later in 1970. 

The economic climate in the United States 
is very important to Canada and Ontario 
since we rely heavily on exports to the U.S. 
and depend upon favourable conditions in 
foreign markets generally. In addition, chang- 
ing monetary policies both in Canada and the 
U.S. will have important repercussions for us. 

Estimates of the growth of real output in 
the United States in 1970 range from zero 
to nearly four per cent. On the whole, how- 
ever, it appears that U.S. growth will cease 
over the first half of 1970, but will recover at 
mid-year, achieving an overall growth rate of 
approximately two per cent. Price pressures 
may begin to ease about that time. 

Canada will probably not face a slowing 
of economic growth to the same extent in the 
first half of 1970, primarily because we have 
already gone through one downward re- 
adjustment in mid-1969. After experiencing 
a modest revival of economic growth in the 
fourth quarter of 1969, the first two quarters 
of 1970 should see a return to a positive but 
reduced rate of economic growth. If the US. 
can weather its pause without too much 
difficulty, Canada should continue to enjoy 


The Consumer Price Index', Canada, Ottawa and Toronto, December 1969/December 1968 


some forward momentum in the economy. 
Throughout this period it is expected that 
Canadian monetary and fiscal policies will 
continue to maintain an anti-inflationary 
stance — perhaps in the face of steadily rising 
unemployment. If so, a basis for future price 
moderation may be established before eco- 
nomic growth begins to increase once again. 
Prices will still, however, continue to rise 
over 1970 and it may not be until early 1971 
that any significant reduction can be anti- 
cipated. 

By mid-year, the U.S. economy will re- 
verse its downward trend as an easing of 
monetary policy and the termination of the 
five per cent income tax surcharge lead to a 
resumption of economic growth. Correspond- 
ing easing in the monetary picture in Canada, 
along with some improvement in export 
prospects, should also produce a shift to. 
acceleration in economic activity. 

If economic dislocation is minimal during 
the critical transition period of 1970, On- 
tario can expect a rate of economic growth 
of approximately 7.2 per cent in 1970. Prices 
should account for approximately 3.9 per 
cent of this increase while the volume of real 
output should rise by about 3.3 per cent. 


Trans- Health and Recreation Tobacco 
All Items Food Housing Clothing portation Personal Care and Reading and Alcohol 

Canada 

1969 1279 129.8 127.6 126.4 122.0 136.8 128.1 126.3 
1968 1223 124.5 1220 123.4 LS 129.4 1233 121.3 
% Change 4.6 4.3 Sab. 2.4 5.4 Sal 3.9 4.1 
Ottawa 

1969 125.8 131.1 ie 128.5 120.0 139.8 135.6 132.2 
1968 120.2 1252 tis 124.8 116.9 131.8 125.6 125:8 
% Change 4.7 4.7 5.0 3.0 mapa | 6.1 8.0 a7 
Toronto 

1969 126.6 129.9 119.8 130.1 128.2 135.3 124.2 130.2 
1968 1215 123.8 L165 72 1195 128.8 120.3 123.6 
% Change 4.2 4.9 2.8 2.3 Ae3 5.0 3.2 Sik 


1Based on 1961 = 100. 


Source: DBS, Price Movements. 
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Reflecting the increasing need for detailed 
quantitative analyses of major sectors of the 
Ontario economy, the Economic Analysis 
Branch of the Economic and Statistical Serv- 
ices Division has initiated a continuing eco- 
nometric program designed for the formula- 
tion and testing of economic models which 
incorporate both forecasting and policy 
evaluation features. : 

During the past two years, the Division’s 
economic research activity has concentrated 
on the development of an input-output table 
for the province and the design of a system 
of provincial economic accounts to be inte- 
grated subsequently with an econometric 
model. 

The present study describes in detail the 
recently completed input-output table which 
portrays the intricate structural framework 
of Ontario’s economy in terms of interin- 
dustry flows of goods and services and their 
interaction with the final demand sector. 

The first section of this article outlines the 
conceptual framework of the Ontario input- 
output model and provides a concise exposi- 
tion of the underlying methodology. The three 
basic matrices — the interindustry flow table, 
the matrix of input-output coefficients and the 
inverse representing the total requirements 
table — are examined in the second part of 
the study and presented in tabular form in 
the Appendix. The final section provides a 
summary of the statistical data sources and 
supplementary estimating procedures used in 
the construction of the model. 


I THE ONTARIO INTERINDUSTRY 
MODEL 


Input-output analysis is essentially a method 
of recording detailed statistical information 
in the form of a table or matrix, which por- 
trays the flow of goods and services among 
the various sectors of the economy. The first 
step in constructing an interindustry table 
is to divide the economy into a number of 
sectors on the basis of input and/or output 
homogeneity. The sectors are then arranged 
in the same order along the rows and 
columns of the table. The second step is to 
fill in the cells of the table by utilizing avail- 
able statistical information. Each row of the 
table indicates the total output of each sector 
and its distribution among various other 
sectors to meet intermediate and final de- 
mand. Each column indicates the inputs re- 
quired by each sector to produce a given 


level of output. The interindustry model is 
based on two fundamental identities. The 
first is that the total output of an industry — 
the sum of each row — is equal to its total 


‘input — the sum of each column. The second 


identity is that the sum of the primary inputs 
— wages and salaries and other value added 
— is equal to the sum of the final demands. 

The Ontario input-output model can be 
represented by a set of equations as follows: 
let x;; denote the output of sector i used as 
input by sector j; Y; domestic final demand 
for the product of sector i; X; total produc- 
tion of sector i; E; and M, total exports and 
imports of the product of sector i respectively, 
then: 


Xi +Xe+.... + Xn + Yi+ Ti = Xi 


or 


(1) > pea ed Oa 

; G@ja tf... on) 
where T; — E; — M;, denotes the net trade 
balance of the product of sector i and Fj; = 
Y; + T, represents total final demand for the 
product of sector i net of imports. 

Equation (1) shows that the total output 
of sector i is equal to the amount of product 
i used by itself and various other sectors as 
input plus the amount delivered to final con- 
sumers. Summing over all i, we obtain: 


Py Os LS ee 
ite i i i 
Equation (1) was obtained by summing 


the row elements of the matrix. If we sum 
the column elements we can write: 


X1j + Xa; 4 t+ Xnj + Vj = Xj 


or 


(3) > Xy + Vj = Xj 


where V; represents the value added gener- 
ated by sector j, which includes wages and 
salaries, profits, dividends etc., and X; de- 
notes total inputs used by sector j. Summing 
equation (3) over all j yields: 


Se =: 


Combining equations (2) and (4) we can 
derive the provincial accounts identity: 


(5) = Wa > Fi 


since 


Soe, X; and 

i j 

> », pa ba ss 
j i i j 


The left-hand side of equation (5) shows 
total payments to factors of production or 
gross provincial income, whereas the right- 
hand side represents total expenditure on 
goods and services or gross provincial prod- 
uct. Hence gross provincial income equals 
gross provincial product (net of imports). 
Interindustry transactions are eliminated in 
provincial accounting and may be described 
as non-GPP items. 

The input-output matrix as formulated in 
equations (1) to (5) represents a static 
equilibrium model in the sense that its vari- 
ables balance out, without surplus or deficit 
—as indicated in equations (1) and (3) — 
and reflects the structure of the economy at 
a given point of time. Demand balances 
supply at the price and/or income of the 
static equilibrium position. 

Within the context of the Ontario model it 
is assumed that the national price index for 
commodity i during 1965 represents the 
equilibrium price for that year. 

The usefulness of an input-output model 
is basically twofold. In the first place, the 
interindustry table serves as a device for 
storing important information concerning 
the structure of production and the inter- 
dependency of the various producing sectors 
in the economy. Secondly, the input-output 
model can be used to estimate total output 
requirements necessary to meet final demand 
targets by solving the system of equations 
(1) for the output vector X. 

Before proceeding to the solution of the 
input-output model it is necessary to state 
explicitly the basic underlying assumptions: 


(a) It is assumed that each productive 
sector produces a single commodity, which 
implies that joint production is ruled out. 
However, in practice this assumption is not 
met as each sector frequently produces two 
or more products, one of which is primary 
while the rest are secondary to the main 
activity. Hence, to implement this assumption 
it is necessary to adjust sectoral output by 
transferring the secondary products of each 
sector to those sectors to which they are 
primary!. 


1The method of adjustment used in the Ontario 
model is described below. 
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(b) The production function which re- 
lates the output X; of the jth sector to its 
inputs x,; is assumed to be homogeneous of 
degree one, which implies that constant 
returns to scale prevail in the production 
process. 


(c) The final assumption states that each 
input x;; is required in fixed proportion to 
output. Hence we can write: 


(6) Xij = aij X; 


The fixed coefficients aij = x;;/Xj; indicate 
the:input units required per output unit, and 
represent the state of technology in the 
economy. 

In addition to the basic assumptions stated, 
the following conditions or constraints must 
be satisfied to ensure internal consistency of 
the model. 


(a) It is necessary that the net output of 
each producing sector be non-negative. The 
net output of the ith sector is defined as the 
difference between gross output X; and the 
sectors intermediate demand for its own prod- 
uct denoted by Xj. 


Hence: 
(7) Xi — Xu — O for alli 


It is possible that the entire output of a 
particular sector is absorbed as input in the 
production process. However, within the 
framework of a static equilibrium model, 
such as the Ontario input-output table, it is 
inconsistent for intermediate demand of sec- 
tor i for its own product to exceed the sector’s 
gross output. 

(b) It is implicit from equation (7) that 
aii < 1 i.e. the feedback coefficients! must 
be less than unity. 

Under these assumptions the solution of 
the model can be derived as follows: by re- 
arranging the set of equations (1) and sub- 
stituting x;; — a X; from equation (6) we 
obtain: 


In matrix notation this may be written as: 


(1 a aii) "(Ls oun ole tele. 1 6 
=> 221, (1 = azo) Pe Weite eienel ene 
(9) 
—| Gn ——— On Oieiievacel eens 
or 
(10) a—A)X=F 


where I is the identity matrix of order (n x n) 
while A is the (n x n) square matrix of 
technical coefficients; X is the (n x 1) vector 
of sectoral output levels and F is the (n x 1) 
vector of total final demands. Assuming that 
| — A| * 0 and premultiplying equation 
(10) by (I — A)~! the solution of the model 
is given by: 


ChB) X = (I— A)-!1F 

If the final demand vector F is determined 
exogenously, equation (11) yields the total 
output vector X, i.e., the level of production 
required by each sector to satisfy a given 
final demand target. 


Net Trade Balance 

Due to lack of statistical information on in- 
terprovincial and international trade flows, 
the net trade balance for each sector was 
estimated as a residual item by making use of 
the balance equation (1), which can be 
written as: 
(12) Tes Xp » xy + Yi) 


J 


The sum of intermediate demand, 


> Kaj 


(1 = 041) Xy — a2 X2— ive 6 6 e866 41.6 (6: 0) 619 iia Oa —_- Fy 

Oot Xi + (1 — ao) Xo Re Cee Ae — a2n xe = Fo 
(8) 

— An1 Xy — an? Xo am Ci eI Ce ote (1 ang an) >. — F, 


—— in F, 
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and domestic final demand Yj; provides an 
estimate of total output that must be pro- 
duced by sector i to meet direct and indirect 
requirements of the Ontario economy. These 
estimated total output requirements are com- 
pared with actual total output X,, the differ- 
ence being the net trade balance, T;, for the 
product of sector i. A positive value of T; 
indicates that the province is a net exporter 
of product i, whereas a negative value shows 
that the province is a net importer of that 
product. 


Valuation Problem 

One of the major problems arising in the 
construction of an input-output table is the 
valuation of distributive costs for wholesale 
and retail trade, transportation and storage. 
For purposes of interindustry analysis, there 
are two alternative valuation methods for 
distributing trade and transportation margins 
among all sectors of the economy, namely, 
the producers’ price system and the pur- 
chasers’ price system. In the producers’ price 
system, each sector is treated as paying trade 
and transportation costs directly to the trade 
and transportation sectors on all its purchases 
of inputs. Hence, within the conceptual 
framework of this method, distribution costs 
are charged to the purchasers of commodi- 
ties. In the purchasers’ price system, on the 
other hand, trade and transportation costs are 
allocated directly to the producers of each 
commodity. 

Adopting the producers’ price system re- 
quires that the value of all inputs as recorded 
in the Census of Manufactures be adjusted 
accordingly. However, due to lack of infor- 
mation on distributive costs, it was assumed 
that the national ratios of the cost items to 
the purchaser value of each product are 
applicable to Ontario. The method of con- 
version is summarized in the following equa- 
tions: 


Let Z* — [z*,;] represent the national input- 
output matrix valued at purchasers’ prices, 


1The feedback coefficient a; of sector i is de- 
fined as the amount of its own output required 
as input for producing one unit of output. 


and Z = [z,;] the same matrix valued at 
producers’ prices. Then: 
(13) D—Z* —Z 


where D = [di;] represents the distributive 
costs and all other margins which are in- 
cluded in the ith product and purchased by 
sector j. 

Dividing each element of matrix D by the 
corresponding element of matrix Z* the 
matrix R = [r,;] is derived representing the 
ratios of the total value of distributive costs 
and trade margins to the value of each prod- 
uct at purchasers’ prices. 

Under the assumption that R = K, where 
K = [ki] is the total margins coefficients 
matrix for Ontario, the aggregate value of 
trade and transportation margins for each 
industry was estimated by multiplying each 
element of the matrix K by the corresponding 
element of the Ontario input-output matrix, 
valued at purchasers’ prices and denoted by 
X* = [x*,,]. Thus, the derived Ontario table 
at producers’ prices, denoted by X = [xij] 
is represented by the following equation: 


x¥1, (1 — ky) + x* 12 (1 — kia) + 
(14) 


X* a1 (1 ey kn) == X* 9 et 7 © k,2) aie 


The total value of these margins, 


; Keay kij 


i 
for sector j was subsequently disaggregated 
into the trade margin and transportation costs, 
using the national ratio of each component to 
the total. 


Secondary Products 

The Census data are compiled on the basis of 
the Standard Industrial Classification which 
defines each industry in terms of a group of 
establishments engaged in the production of a 
principal commodity. However, many estab- 
lishments within an industry frequently pro- 
duce secondary products which are primary 
to other industries. In order to ensure 
homogeneity of the sectoral production func- 
tions, it is imperative that the secondary pro- 
ducts be identified and reallocated. 

The ideal method for the reallocation of 
secondary products is to transfer them to 
industries within which they are considered, 
by definition, primary products. As the 


transfer of secondary products results in a 
change of the input structure this would 
necessitate a modification of the input distri- 
bution of the table to account for the inputs 


_ used in the production of secondary products. 


Since the data required for the implementa- 
tion of this method are not available, only 
the output adjustments were feasible. The 
secondary products are reallocated as inputs 
to the industries for which they are primary 
and simultaneously added to the output of 
these industries. In fact, this procedure deals 
with secondary products as though they were 
purchased and made available for distribution 
by the primary industry. It should be noted 
that this limited adjustment procedure has 
also been used in the construction of the input- 
output model of the United States and other 
countries. 


II DESCRIPTION OF THE BASIC 
TABLES 


The input-output technique of organizing 
and analyzing the massive economic data 
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available reveals in synoptic fashion the 
basic economic variables and their inter- 
relationships. It presents in quantitative form 
the complexity of the Ontario economy and 
its advanced industrial base with virtually 
every type of economic activity represented. 
In addition, the model reveals not only the 
diversity of the Ontario economy, but also 
the high degree of interdependency among 
different sectors. 

Three basic tables of the Ontario input- 
output model — the transactions flow matrix, 
the direct requirements and the total require- 
ments tables — are presented in the Appendix 
of this article. 


Transactions Flow Table 

Table I shows in thousands of 1965 dollars 
all the economic transactions in Ontario for 
that year. Each entry represents a sale or 
purchase depending on whether the table 
is read by row or column. The row entries of 
the table show how the output of a parti- 
cular sector was distributed to all other in- 


dustries and final consumers in the economy. 
The direct relationship between the produc- 
tion of an industry and its sales to final users 
varies considerably. For example, while the 
motor vehicle industry sells close to 70 per 
cent of its total output to final users, the min- 
ing industry delivers over 70 per cent of its 
output to other industries as raw material or 
intermediate input. In some industries the 
value of total output is not sufficient to satisfy 
the intermediate demand of other industries. 
For example, total intermediate demand for 
the output of synthetic textiles (No. 15) 
amounts to $123 million, while total provin- 
cial output of this industry is $59 million with 
the difference compensated for by imports 
either from other provinces and/or the rest of 
the world. 

As shown in Table I, 20 industries out of 
49 sell over 50 per cent of their total output 
to final consumers. It is essential for eco- 
nomic policy planning not only to distinguish 
between intermediate and final users of the 
output of each sector, but also to identify the 
individual recipient sector. It should be noted 
that there are considerable differences among 
sectors in the degree of diversity of their 
intermediate market pattern. For example, 
while grain mills (No. 5) and utilities (No. 
47) both sold over 50 per cent of their pro- 
duction to other industries, the latter sold its 
output to almost every sector, while grain 
mills delivered their output to a very small 
number of industries. Thus, the intermediate 
market pattern shown in the Ontario input- 
output table reflects the demand, price levels 
and product-mix existing during the base 
year. 

While the row entries in the flow table 
show the output distribution for each sector, 
the columns for each sector indicate the 
amount of inputs required from all other 
sectors as well as the amount of productive 
factors needed to produce a given level of 
output. For example, the iron and steel in- 
dustry (No. 25), required $118 million of 
mineral products, $194 million of its own 
product and $15 million of services, etc. to 
produce $1,025 million of steel and iron 
products. 


Direct Requirements Table 

Table II in the Appendix relates each of the 
inputs of an industry to its total output. The 
structure of production of an economic sy- 
stem, as represented by the direct require- 
ments table, reflects essentially the underly- 
ing technology of the economy. The entries 
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shown in the table are therefore referred to 
as “technical coefficients”. 

Each column in Table II shows the inputs 
that the industry named at the top of that 
column required from other industries to 
produce a dollar’s worth of output. For 
example, to produce a dollar’s worth of out- 
put, the iron and steel industry (No. 25) re- 
quires 11 cents worth of products from the 
mining industry (No. 2), 19 cents worth of 
its own production, and services valued at 
{4 cents, etc: 

The information contained in Table II 
reflects the complex nature of Ontario’s eco- 
nomic structure. Almost all industries re- 
quire inputs from at least 20 different 
industries. Further insight into the industrial 
interdependence may be gained by examining 
the feedback coefficients which represent that 
portion of the output of a particular sector 
used in its own production. The higher the 
value of input produced within the same in- 
dustry the lower the degree of interaction the 
industry has with other sectors. For example, 
the agricultural sector produces 33 per cent 
of its own requirements while the trade, trans- 
portation and storage industries supply only 
10 per cent of their own input requirements. 

The accompanying table shows the entries 
on the principal diagonal with a ranking of 
the sectors according to their degree of 
specialization and interdependency. 


Structural Inverse Matrix 

While the direct requirements table indicates 
how much is required by different industries 
to produce a dollar’s worth of output, the 
structural inverse matrix shows the amount 
of output required both directly and in- 
directly from the industry named in each row 
for each dollar of deliveries to final demand 
by the industry named at the head of the 
column. This table thus permits a quantita- 
tive evaluation of the impact of induced 
changes in final demand on the various in- 
dustries of the economy. 

Although the structural inverse matrix is 
more convenient for calculating total require- 
ments, the direct requirements table is some- 
times preferred since it permits flexibility in 
computation and allows for modification of 
the underlying relationships. In addition, 
Table II can be used in conjunction with 
Table III to split the total requirements into 
their direct and indirect components. For 
example, the direct effect of a unit change in 
final demand for food products is obviously 
one dollar. However, as the structural matrix 


Ranking of Ontario Industries By Percentage of Total Output Consumed 
Within the Producing Industry, 1965 
(Valued at Producers’ Prices in $000) 


Intra- 
industry Con- 


Intra- sumption as a 
I-O industry Total Percentage of 
Rank No. Industry Consumption Output Total Output 
1 26 Other Primary Metals Industries 244,322 745,129 32-79 
2 14 Cotton Yarn and Cloth 172230 58,742 2935 
8} Shil Motor Vehicles and Aircraft PORTO 3,486,792 29.00 
4 19 Sawmills 24,367 84,206 28.94 
5 22 Pulp and Paper Mills 15220 586,059 252.95 
6 7 Sugar and Confectioneries WR AU 144,404 Zhe 
7 3. Meat and Poultry 140,766 641,117 21.96 
S823) seaper Products 92,094 437,824 21505 
9 13 Leather and Leather Products BARE 178,063 19.50 
10 4 Dairy Products 91,401 474,177 19.28 
11 38 Other Non-metallic Mineral 
Products 41,128 221,148 18.60 
12 18 Other Textile Mills 65,449 Boa, LoS 18.53 
13. 25 Iron and Steel Mills 194,655 1,051,243 L352 
14 47 Utilities 88,461 484,700 18.25 
15 43 Other Chemical Industries 170,628 992,485 tas 
16 8 Other Food Industries 131,880 796,498 16.56 
17. 32 Other Transportation Equipment 26,937 163,802 16.44 
18 11 Tobacco and Tobacco Products 24,968 W262 14.48 
19 12 Rubber Products 53,289 387,082 T3 ge 
20 35 Communication Equipment 71,906 546,021 1317 
21 37 Clay, Lime and Cement 39,999 309,985 12.90 
22 15 Synthetic Textiles 21,648 203,897 10.62 
m3, Bl Other Wood Industries 17,605 172,441 10.21 
24 48 Communications and Other 
Services 605,626 6,843,310 8.85 
25 44 Miscellaneous Manufacturing 
Industries 44,552 541,845 8.22 
26 39 Petroleum Refineries and Coal 
Products 44,639 567,456 Tees) 
27 29 Other Metal Fabricating 
Industries 126,496 1,641,560 Che 
28 40 Plastics and Synthetic Resins 13,283 Wisc im 7.58 
2x0) 1 Agriculture, Forestry and Fishing 113,606 1,706,750 6.66 
30 46 ~ Transportation, Storage and 
Trade 212,076 4,148,317 6.56 
31 5 Grain Mills 17,083 295,328 5.78 
32 eal Paint and Varnish 6,765 120,334 362 
33 2 Mining 44,924 830,380 5.41 
34 17 Clothing Industries 10,479 2625033 4.00 
35 16 ~~‘ Knitting Mills 4,299 121,548 3.54 
36 24 Printing and Publishing 20,123 584,097 3.45 
Bill 10  Distilleries, Breweries and 
Wineries 9,788 288,876 3.39 
38 20 Furniture and Fixtures SS 262,863 BS 
39 42 Pharmaceuticals and Medicines 3,810 ROO) 2.99 
40 36 Other Electrical Equipment 3,368 189,909 174 
41 30 Miscellaneous Machinery 6,233 488,866 Leh 
42 33 Electrical Appliances 2,746 319:529 0.86 


Ranking of Ontario Industries By Percentage of Total Output Consumed 


Within the Producing Industry, 1965 (continued) 


(Valued at Producers’ Prices in $000) 


I-O 
Rank No. Industry 
43 34 Electrical Industrial Equipment 
44 45 Construction, Maintenance 
and Repair 
45 28 Metal Stamping, Pressing and 
Coating 
46 6 _ Biscuits and Bakeries 
47 9 Soft Drinks 
48 27 ~ Fabricated and Structural Metals 


49 Unallocated Sector 


*Less than 0.01 per cent. 


reveals, the total effect on this sector is 1.2 
dollars. 

The table on page 8 presents the results ob- 
tained from the structural matrix and shows 
each industry ranked by its degree of inter- 
dependency with the remaining sectors of the 
economy. Thus, it indicates the composite 
effect of a change in final demand for the 
product of each sector on the total output 
level of the economy. An increase of one 
million dollars in the demand for the output 
of the cotton clothing industry (No. 14) will 
require an increase of 1.4 million dollars in 
the industry’s output level and will generate 
an additional demand of approximately 1.2 
million dollars for products of other in- 
dustries. Hence, the total requirements for 
satisfying a unit increase in demand for the 
product of this sector are 2.6 units in terms 
of total output of the economy. A comparison 
with the pulp and paper sector, for example, 
shows that the cotton clothing industry has 
a higher degree of interdependency in the 
sense that the effects generated in the econ- 
omy by a change in the level of demand for 
the products of this sector are larger than the 
effects induced by a comparable change in 
the pulp and paper industry. 

These production impact multipliers can 
be supplemented by an analysis of derived 
labour requirements on the basis of labour- 
output ratios. Thus, the direct and indirect 
effects on the level of employment can be 
estimated for any change in the level of gross 
provincial product or its components. In 
addition, the input-output technique can be 


Intra- 
industry 
Consumption Output 


Intra- 

industry Con- 
sumption as a 
Percentage of 
Total Output 


Total 


660 364,983 0.18 
1,811 S L769 18 0.06 
15 416,656 ba 
0 231,685 0.00 
0 81,209 0.00 
0 1995719 0.00 
0 18995505. 0.00 


used for analyzing the impact of price 
changes on the economy. 


Construction of the Transaction Flow Matrix 
While the conceptual framework and the 
basic design of the input-output model in- 
volves the application of purely mathematical 
techniques, the construction of the compo- 
nent matrices requires the compilation and 
processing of a massive volume of data from 
a multiplicity of statistical sources. 


In compiling an interindustry flow table, 


there are two major methodological ap- 
proaches: the first involves tracing the flows 
of different commodities to ultimate users 
both by intermediate and final consumers 
resulting in completion of the matrix by 
rows. The second method—the cost ap- 
proach — involves recording the inputs used 
by the different sectors and allows construc- 
tion of the table by columns. The choice 
between these two methods depends mainly 
on the type of available data and their level 
of detail. The principal source of data, par- 
ticularly for the manufacturing sectors which 
constitute the major part of the table, is the 
Annual Census of Manufactures. These data 
compiled by the Dominion Bureau of Statis- 
tics provide information on the inputs of raw 
materials and supplies used by establishments 
operating in the same industry. Consequently, 
the second approach was adopted for con- 
structing the Ontario input-output table. 

The Ontario table divides the provincial 
economy into 49 productive sectors: 42 
manufacturing sectors, mining, construction, 


trade and transportation including storage, 
two service sectors, agriculture and related 
activities and one unallocated sector.! This 
sectoral classification was chosen on the 
basis of the Standard Industrial Classification 
and the availability of data, especially on 
non-manufacturing sectors. However, the 
worksheets upon which the final tables are 
based were originally developed for 250 
sectors. 

The work of assembling the table was 
divided into three major stages: 


1. Definition and measurement of the out- 
put of each sector in the provincial 
economy. For some sectors sufficient 
data exist to permit direct estimation of 
gross output. For other sectors however, 
output data were not available and 
indirect estimating procedures were 
applied. 


2. Estimation and allocation of inputs by 
sector. Inputs consist of intermediate 
inputs of raw materials and services 
used in the production process and 
primary inputs such as labour costs and 
capital costs, etc. Since the information 
available on primary inputs pertains 
to wages and salaries only, the other 
items were derived by using a residual- 
ing technique. When information on the 
distribution of inputs for any sector was 
unavailable, the’ national input coeffi- 
cients for 1961 were assumed to apply 
to Ontario. 


3. Estimation of final demand for the prod- 
ucts of each sector by type of final user. 
While the intermediate part of the table 
shows the output produced and con- 
sumed within the productive system, the 
final demand sector shows the output of 
each industry delivered outside the sys- 
tem to final users in both Ontario and 
the rest of the world. The final demand 
sector is divided into five major cate- 
gories: 

a) Personal consumer expenditure on 
goods and services. 


b) Gross provincial capital formation. 


c) Changes in inventories of: 

(i) Finished goods and goods in 
process. 

(ii) Raw materials and supplies. 

d) Government expenditures: 

(i) Ontario provincial govern- 
ment expenditure on goods 
and services (Current Ac- 
count). 


II 


1This version represents a condensation of a 
larger matrix consisting of 130 sectors. Under 
the Ontario Statistics Act, the table can be pub- 
lished only in aggregated form in order to comply 
with confidentiality requirements. 
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Ranking of Industries on the Basis of Effects Generated by a One-Dollar Increase (ii) Municipal government and 
in Final Demand school boards. 
(Dollar Value) e) Trade balance and federal govern- 
Beason Eft on not ope ae 
I-O Total the Same All Other ; 
Rank No. Industry Requirements Industry Industries 
a Ska Le a le a a. (Un on ae. |, eee IPOD REINITIONS  beO Gin 
] 40 Plastics and Synthetic Resins 3.40155 iL iat} 2.28640 AND ALLOCATION OF INPUTS BY 
2 3. Meat and Poultry 3.07334 1.29463 1.77871 SECTOR 
8! 8 Other Food Industries 2.95230 1.22050 1.73180 
4 4 Dairy Products 2.94193 1.24305 1.69888 Agriculture 
5 5 Grain Mills 2.90289 1.11580 1.78709 Total value of agricultural output is defined 
6 39 Petroleum Refineries and as including cash receipts from the sale of 
Coal Products 2.78940 1.10870 1.68070 farm products, value of income in kind— 
7 41 Paint and Varnish 2.75407 1.06584 1.68823 the imputed value of agricultural commodi- 
8 13. Leather and Leather Products 2.72645 1.24334 1.48311 ties produced and consumed on the farm — 
9 11 Tobacco and Tobacco Products 2.69206 1.16928 £52278 and the value of changes in crop and live- 
10 44 Miscellaneous Manufacturing stock inventories. 
Industries 2.64495 1.11662 1.52833 The intermediate inputs into agriculture 
11 36 Other Electrical Equipment 2.63150 1.02309 1.60841 and their distribution by industries were ob- 
12) 23. | Paper Products 2.61479 127793 1.33686 tained from farm operating expenses com- 
13 14 Cotton Yarn and Cloth 2.61078 1.44420 1.16658 piled by the Dominion Bureau of Statistics 
14 16 Knitting Mills 2.60634 1.03690 1.56944 and the Ontario Department of Agriculture 
15 6 Biscuits and Bakeries 2.60106 1.00103 1.60003 and Food. On the whole, these sources pro- 
16 43 Other Chemical Industries 2.59661 1.25476 1.34185 vide adequate data on farm operating ex- 
17 31 Motor Vehicles and Aircraft 2.58164 1.41744 1.16420 penses in the province consistent with the 
18 12 Rubber Products 2.57166 1.16684 1.40482 Ontario input-output classification. In some 
19 7 Sugar and Confectioneries 2.56302 1.35081 Is anal cases however, operating expenses were fur- 
20 42 Pharmaceuticals and Medicines 2.55686 1.03327 52559 _ther broken down by applying either techni- 
21 15 Synthetic Textiles 2.54385 bis hie 1.39269 cal coefficients derived from the 1961 input- 
22 26 Other Primary Metals Industries 2.54014 1.51885 1.02129 output table for Canada or utilizing informa- 
23 33 ~~ Electrical Appliances 251910 1.00941 1.50969 tion collected from other sources. 
24 18 Other Textile Mills 2k 322 1.26007 125315 To arrive at primary inputs into agricul- 
25 32 Other Transportation Equipment 2.49556 1.20000 1.29556 ture, wages and salaries were calculated by 
26 35 Communication Equipment 2.45181 1.15447 1.29734 adding wages of farm labour and imputed 
27 29 Other Metal Fabricating Industries 2.42997 1.12202 1230795 wages of farm operators. Imputed wages were 
28 28 Metal Stamping, Pressing and Coating 2.42638 1.00383 1.42255 estimated by multiplying the number of farm 
29 17 Clothing Industries 2.38605 1.04237 1.34368 operators by the average annual wage paid 
30 20 ~~ Furniture and Fixtures 2.35764 1.03304 1.32460 to farm labourers. 
31 9 Soft Drinks 2.35908 1.00073 135305 Other value added items were calculated 
32 38 Other Non-metallic Mineral Products 2.33476 1:23213 1.10263 as the difference between total input or out- 
33. 21 Other Wood Industries 22397 1213363 1.19024 put and total intermediate input plus wages 
34 34 ~— Electrical Industrial Equipment 231389 1.00320 1.31069 and salaries. 
a5) 3) Clay, Lime and Cement 222729 1AIS233 1.07496 
36 19 Sawmills 2.19199 1.43056 0.76143 Forestry and Fisheries 
37 45 Construction, Maintenance A control total for the value of output of the 
and Repair 2.17404 1.01718 1.15686 forestry and fisheries sector was estimated 
38 30 Miscellaneous Machinery 2A7071 1.01406 1.15665 on the basis of information available from 
39 22 Pulp and Paper Mills 2.13790 1.35914 0.77876 DBS publications, Fisheries Statistics, No. 
40 1 Agriculture, Forestry and Fishing 21372 1.12849 0.98523 24-209 and Logging, No. 25-201. The out- 
41 25 — Iron and Steel Mills 2.10318 1.24239 0.86079 put of this sector is defined to include all 
42 27 Fabricated and Structural Metals 2.09266 1.00122 1.09144 forest products, the output of business estab- 
43 24 Printing and Publishing 2.02703 1.07443 0.95260 lishments in services incidental to forestry, 
44 10 Distilleries, Breweries and Wineries 2.00830 1.03687 0.97143 and output of fishing establishments oper- 
45 2 Mining 1.97200 1.08057 0.89143 ating in Ontario. 
46 46 Transportation, Storage and Trade 1.68667 1.12274 0.56393 Detailed information on the distribution 
47 47 — Utilities 1.62295 1.22646 0.39629 of inputs into this sector is virtually non- 


48 48 Communications and Other Services 1.58276 1.13676 0.44600 existent. Consequently the input distribution 


of the national table was used incorporating 
idjustments and modifications consistent 
with the structure of the Ontario sector. 


Mining 

Information on mining was derived from 
he 1965 Annual Census of Mining. The 
-ensus provides only control totals for value 
of shipments, raw materials and wages and 
salaries for twenty mining activities. These 
were aggregated into eight major sectors and 
he input distribution estimated on the basis 
of the national input-output table subject to 
nodification by other collected information. 


Manufacturing 

The principal data source on manufacturing 
was the 1965 Annual Census of Manufac- 
‘ures for the province of Ontario compiled by 
DBS on the basis of the Standard Industrial 
Classification. The summary schedules avail- 
able provide information on raw materials, 
supplies, purchased components, semi-pro- 
cessed goods, and fuel and electricity used 
n the production process during the year. In 
addition, each schedule contains data on 
value of shipments, changes in inventories of 
raw materials, finished goods and goods in 
process and the value of wages and salaries. 
However, such detailed information is not 
>qually available for all industries due to the 
reporting system on which the census is 
based. For example, small establishments 
are required to report only totals for raw 
materials purchased and goods shipped. 

Supplementing the Census of Manufac- 
tures, data from several special DBS surveys 
were utilized. This information was necessary 
to ascertain the distribution of the total value 
of containers and packaging supplies used by 
each industry and to estimate the value of 
service inputs into manufacturing sectors. 

The first step in constructing the inter- 
industry flow table for the manufacturing 
sector required determination of control 
totals for the value of output produced by 
each industry. As pointed out earlier, the 
1965 Census of Manufactures provides only 
the value of shipments. It was therefore 
necessary to adjust these figures for changes 
in inventories of finished goods in process 
while further adjustments were required to 
exclude the value of products purchased and 
resold without further processing. 

Since census information is compiled on 
an establishment basis additional problems 
were encountered classifying commodities on 
the basis of the Standard Industrial Classi- 
fication. As mentioned above, establishments 


within an industry may produce in addition 
to their principal products, secondary goods 
which are primary to other industries. The 
difference between the industrial output clas- 
sification used in the census and the input- 
output concept necessitates the identification 
and reclassification of industrial output and 
subsequent reallocation to the appropriate 


industry. Therefore, a secondary products 
matrix showing the value of output of each 
industry and the designation to various pro- 
ducing sectors was constructed. The method 
followed for adjusting sectoral outputs for 
secondary products has been discussed in 
Section II of this article. The following table 
shows the adjusted value of industrial output 


Ranking of Ontario Manufacturing Industries by Level of Total Output Produced in Ontario, 


1965 
(Valued at Producers’ Prices in $000) 
1-O Total Percentage 
Rank No. Industry Output Distribution 
1 Sil Motor Vehicles and Aircraft 3,486,792 17.9 
pi 29 Other Metal Fabricating Industries 1,641,560 8.4 
3 pL) Iron and Steel Mills 1,051,243 5.4 
4 43 Other Chemical Industries 992,485 ell 
5 8 Other Food Industries 796,498 4.1 
6 26 Other Primary Metals Industries 745,129 3.8 
i s] Meat and Poultry 641,117 30 
8 Dips Pulp and Paper Mills 586,059 3.0 
9 24 Printing and Publishing 584,097 3.0 
10 39 Petroleum Refineries and Coal Products 567,456 2.9 
i 35 Communication Equipments 546,021 2.8 
12 44 Miscellaneous Manufacturing Industries 541,845 2.8 
13 30 Miscellaneous Machinery 488,866 255 
14 + Dairy Products _ 474,177 2.4 
15 23 Paper Products 437,824 Zo 
16 28 Metal Stamping, Pressing and Coating 416,656 Php) 
17 1 Rubber Products . 387,082 2.0 
18 34 Electrical Industrial Equipments 364,983 1.9 
19 18 Other Textile Mills Bes bes: 1.8 
20 33 Electrical Appliances S195529 iyi 
Dil 37/ Clay, Lime and Cement 309,985 1.6 
22 5 Grain Mills 295,328 15 
23 10 Distilleries, Breweries and Wineries 288,876 cS 
24 20 Furniture and Fixtures 262,863 1.4 
25 17 Clothing Industries 262,133 t33 
26 6 Biscuits and Bakeries 231,685 ik 
27 38 Other Non-metallic Mineral Products 221,148 1.1 
28 iS Synthetic Textiles 203,897 1.0 
29 OF Fabricated and Structural Metals 199,779 1.0 
30 36 Other Electrical Equipment 189,909 1.0 
31 1s, Leather and Leather Products 178,063 0.9 
32 40 Plastics and Synthetic Resins EY hye of 4 0.9 
33 11 Tobacco and Tobacco Products 172,462 0.9 
34 oil Other Wood Industries 172,441 0.9 
35 BZ Other Transportation Equipment 163,802 0.8 
36 7 Sugar and Confectioneries 144,404 OFF 
37 42 Pharmaceuticals and Medicines 127,220 0.7 
38 16 Knitting Mills 121,548 0.6 
39 4] Paint and Varnish 120,334 0.6 
40 19 Sawmills 84,206 0.4 
41 9 Soft Drinks 81,209 0.4 
42 14 Cotton Yarn and Cloth 58,742 0.3 
Total 19,487,922 100.0 
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by sector and the relative share in total manu- 
facturing output for the province of Ontario. 

The second step in the analysis of the 
manufacturing sector involved the construc- 
tion of a matrix showing the flows of input 
items purchased and used by each industry in 
the production process. For most industries, 
a detailed breakdown of raw materials and 
fuel and electricity consumed is available 
from the 1965 Census of Manufactures. Each 
of these input items was allocated to the in- 
dustry which produced them as a primary 
product. It was assumed that other raw mate- 
rials which could not be allocated to specific 
producing industries were distributed in the 
same manner as those inputs specified in the 
census questionnaires. 

As the census schedules do not provide 
much detail concerning containers and other 
shipping materials used, the allocation of 
these items to industry-of-origin was based 
on a special DBS survey. 


Construction 

The construction sector for the interindustry 
table includes all construction work per- 
formed in Ontario during 1965 and carried 
out either by the construction industry proper 
or by the labour force of other industries. 
New construction consists of all new work 
put in place, including additions, major reno- 
vations, conversions and alterations where 
either structural change takes place or the life 
of an existing asset is extended. On the basis 
of this definition a control total for new con- 
struction was obtained from the DBS publi- 
cations, Private and Public Investment in 
Canada, 1965 and Construction in Canada. 

Detailed input estimates for this sector 
were difficult to obtain. It was assumed that 
the technical coefficients developed by the 
Quebec Bureau of Statistics on a sample 
survey basis for the year 1961 can be ap- 
plied with modifications based on informa- 
tion collected from the Ontario construction 
industry. 

In order to make this assumption more 
flexible total new construction in Ontario for 
1965 was broken down into approximately 
thirty types based on the homogeneity of the 
input patterns applying to each type. As the 
Quebec construction matrix is valued at 1961 
prices, it was necessary to adjust all figures 
to 1965 prices — the base year of Ontario’s 
table. Multiplying each control total of the 
thirty types of construction by the corres- 
ponding normalized Quebec matrix, a con- 
struction matrix for Ontario, in terms of 1965 


prices, was derived. By adding all elements 
across each row, the final column of the 
input distribution was subsequently obtained. 

Due to lack of information repair con- 
struction work and its input distribution were 
estimated by using preliminary data devel- 
oped by the DBS Input-Output Section on 
the basis of value judgments and partial in- 
formation obtained from a limited sample 
survey. 


Services 

The service industries encompass financial 
intermediaries, repair, amusement, recrea- 
tional, health, education, personal business 
and welfare services. The data sources which 
provide information for the analysis of this 
sector on a provincial basis are unfortunately 
very limited. Although data on total receipts 
and wages by kind of business for particular 
service industries were available from the 
1961 Census of Canada, remaining statistical 
gaps had to be filled by relying on indirect 
estimating procedures and on interindustry 
studies at national level for the year 1961. 
For some financial intermediaries it was im- 
possible to obtain provincial figures which 
would enable determination of the total out- 
put for this industry. This difficulty arises 
from the fact that many of these establish- 
ments are involved in activities that extend 
beyond the boundary of any specific province. 

As mentioned earlier, the 1961 Census of 
Canada provides basic information for esti- 
mating control totals of output and operating 
expenses for all service industries except 
financial intermediaries, health, education 
and welfare. Consequently, the census data 
had to be first adjusted to 1965 prices and 
then projected forward to the base year of 
the Ontario input-output model. 

For personal, business (except financial 
intermediaries ), amusement and recreational 
services the output levels were measured in 
terms of gross receipts. The ratios of 1961 
to 1965 wages provided by DBS were ap- 
plied to the census receipts of each subsection 
to obtain an estimate of the 1965 level of 
receipts. The implicit assumption underlying 
this method is that changes in wages between 
1961 and 1965 are reflective of changes in 
receipt levels. As these service industries were 
analyzed primarily on an activity basis, it was 
necessary to make certain adjustments to the 
total value of receipts provided by the census 
such as the inclusion of all receipts arising 
from service activities conducted in retail and 
wholesale trade establishments and the exclu- 
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sion of all receipts arising from commodity 
sales in the service area. 

The control totals for the value of outputs 
of other services such as education, health 
and welfare, and financial intermediaries were 
estimated by relating them to gross provincial 
product for 1965. From the national input- 
output table for 1961 the ratios of total out- 
put of each service sector to total value of 
gross national product were calculated. These 
ratios were assumed to apply to Ontario. 

The final step in the analysis of the service 
industries was the estimation of total inter- 
mediate inputs and their sectoral allocation 
within the Ontario input-output classification. 
Due to lack of information on the cost struc- 
ture of each service sector the national input 
coefficients were applied to the provincial 
control totals. 


Trade Sector 

As mentioned previously, output of the trade 
sector is defined as the trade margin. Several 
attempts were made to estimate the value of 
provincial output for this sector. However, 
the estimates generated proved to be un- 
satisfactory. Consequently, results of the 1961 
national input-output study were used on the 
assumption that the trade markup for each 
commodity is locationally invariant. These 
estimates can be considered as reasonable 
approximations of the provincial trade mar- 
gins until more comprehensive data become 
available. 


Transportation and Storage 

The transportation and storage sector is de- 
fined as including all transportation and 
storage establishments. 

The output of this sector represents the 
total revenue derived from _ transporting 
Ontario’s output to users either within or 
outside the province of Ontario. As in the 
case of the trade sector adequate information 
for estimating the total value of output and 
distribution of inputs was not available. 
Hence, the national transportation markup 
derived from the 1961 input-output matrix 
for Canada, in conjunction with the appro- 
priate trade margins were applied to the 
Ontario input-output table valued at pur- 
chasers’ prices. This procedure served a dual 
purpose: it facilitated the revaluation of each 
table entry from purchasers’ to producers’ 
prices and simultaneously permitted estima- 
tion of the inputs of these two sectors into 
each industry of the provincial economy. 


Final Demand Categories 


Personal Consumption Expenditures 


Following the concepts of national income 
and expenditure accounts, personal expendi- 
tures on goods and services are defined as 
personal outlays for durable goods, non-dur- 
able goods and services. In addition, free 
board and lodging and all other income in 
kind are included as if persons received in- 
come equal to the value of the goods and ser- 
vices and then purchased these items. Total 
consumer expenditures for Ontario were 
available from a special econometric study 
conducted by the Economic Analysis Branch. 
Since complete data on consumption patterns 
by commodities are not available for Canada 
or Ontario, the value of sales by retail trade 
establishments in Ontario were utilized as a 
basis for allocating the total expenditure by 
household on durable and non-durable goods. 
The basic information was derived from the 
1961 Census of Canada. 

Final demand for output of the service 
sector was estimated either by applying the 
appropriate percentage distribution derived 
from the national income accounts and/or 
by relating consumer expenditure to gross 
national product. 


Gross Provincial Capital Formation 


The aggregate value of capital formation in 
Ontario was obtained directly from the DBS 
publication, Private and Public Investment in 
Canada, 1965. This provided control totals 
on new construction as well as on new ma- 
chinery and equipment. The distribution of 
investment by industry of origin was esti- 
mated on the basis of available data for 
structurally comparable industries in the 
United States and other sources. 


Government Expenditure on Goods 
and Services 


This category of the final demand sector con- 
sists of current expenditures of provincial, 
federal and municipal governments and 
school boards on goods and services. Control 
totals for each category were obtained from 
the system of provincial income and expendi- 
ture accounts, developed by the Economic 
Analysis Branch and scheduled for publica- 
tion later this year. 

The sectoral allocation of provincial gov- 
ernment expenditure was based on informa- 
tion obtained from the DBS Input-Output 
Section. 

Allocation of municipal government ex- 
penditure on goods and services was approxi- 
mated by applying modified ratios secured 
from the Quebec Bureau of Statistics. These 
ratios were obtained from a special survey 
conducted by QBS for the purpose of con- 
structing an input-output table for the prov- 
ince of Quebec. 


Value of Physical Changes in Inventories 


For the purpose of interindustry analysis the 
net change of inventories during the year 
1965 was taken into account. 

The Annual Census of Manufactures pro- 
vides information on opening and closing 
inventories at book value for three major 
categories: raw materials and_ supplies, 
finished goods, and goods in process. ; 

Finished goods and goods in process held 
by each sector were considered to belong to 
the primary output. For changes in inven- 
tories of raw materials and supplies, the allo- 
cation was made on the basis of the input 
distribution for each sector. 
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CONCLUSION 


Although subject to statistical limitations 
inherent in the current system of data collec- 
tion, the present version of the Ontario input- 
output table reveals in detail the basic 
structure of the provincial economy in its 
major ramifications. The Ontario input-out- 
put model is of significant value in measur- 
ing, quantitatively, the impact of changes in 
final demand for the product of each sector 
upon the various levels of economic activity 
within the province. In addition, by use of 
supplementary data on employment required 
per unit of output, target outputs can be 


.translated into sectoral employment require- 


ments. 

In order to enhance the usefulness of the 
model for the analysis of provincial and inter- 
provincial trade-flows, an extensive study is 
currently being undertaken by the Economic 
Analysis Branch in cooperation with the On- 
tario Statistical Centre to estimate the value 
of provincial imports and exports by sector. 
The results of this study will be incorporated 
into the present table to develop an expanded 
version of the interindustry model, showing 
imports and exports as separate sectors. Ulti- 
mately, the provincial table will be supple- 
mented by a series of consolidated regional 
input-output tables. 

A comprehensive and detailed set of pro- 
vincial economic accounts in conjunction 
with an econometric model for Ontario, cur- 
rently under development in the Economic 
Analysis Branch and scheduled for publica- 
tion later this year, will provide an integrated 
system of quantitative analytical techniques 
for long and short-term forecasting and the 
scientific evaluation of alternative economic 
policies. 
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Table I — The Inter-Industry Flow of Goods and Services, Ontario, 1965 
(Producers’ Prices in Thousands of Dollars) 


2 For the distribution of output of an industry, v 20 2 
>, read the row for that industry. El So 2 = 
3 3 2 on a BD iS) 
4 For the composition of inputs to an industry 2 les 4 ss Bs § 
= read the column for that industry. B5e 5 se Bé 6 
Industry 1 pe 3 4 5 
l Agriculture, Forestry and Fishing 113,606 0) 318,845 Pd lilesi7s) 100,308 
2 Mining AP 44,924 709 747 1,916 
3. Meat and Poultry Soa 0 140,766 4,295 14,719 
4 Dairy Products 0) 0 2,364 91,401 137% 
5 Grain Mills 156,152 4 228 0 17,083 
6 Biscuits and Bakeries 0) 0) 0 38 0) 
7 Sugar and Confectioneries 347 0 182 8,610 2,862 
8 Other Food Industries 4,540 0 18,055 328) 24,496 
9 Soft Drinks 0) 0) 0 0) 0 
10  Distilleries, Breweries and Wineries 0) 0) 0) 0 12 
11 Tobacco and Tobacco Products 0) 0) 0) 0 0 
12. Rubber Products 3257 0 0 0) 0 
13 Leather and Leather Products 0) 0 0) 0) 0 
14. Cotton Yarn and Cloth Boi 0) 0) 0 0 
15 Synthetic Textiles 0) 0 0) 0 0 
16 Knitting Mills 0 0 0) 0 0) 
17. Clothing Industries De 0 0 0 0 
18 Other Textile Mills 9,903 868 289 jh! 4,740 
19 Sawmills 405 10 0 0 0 
20 Furniture and Fixtures 0) 0) 0 0) 0 
Dal Other Wood Industries 3,043 82 1,090 495 0) 
22 Pulp and Paper Mills 0 0 766 819 915 
23 ~+=Paper Products 1,477 30 6,236 9,356 © 7,107 
24 ~+Printing and Publishing 0 oh 603 1,016 72a 
2D) Iron and Steel Mills 0) 1,556 0 0) 842 
26 Other Primary Metals 0 12,054 9 0 0 
al Fabricated and Structural Metals 0) 0 0) 0 0 
28 Metal Stamping, Pressing and Coating 46 15299 2,669 2,016 341 
29 Other Metal Fabricating Industries 5,276 23 1s 0 0 0 
30 Miscellaneous Machinery 20,955 652 0 0 0 
3 Motor Vehicles and Aircraft Sill 0) 0) 0) 0 
32 Other Transportation Equipment 308 1,104 0) 0 0 
33 ~— Electrical Appliances 0 0 0 0 0 
34 = Electrical Industrial Equipment 0 0 0 0 0 
35 Communication Equipment 135 0 0 0 0 
36 ~=©Other Electrical Products 0) 0) 0 0 0 
37. ~Clay, Lime and Cement 117 3,116 0 0 0) 
38 Other Non-metallic Mineral Products 26 0 54 919 0) 
39 Petroleum Refineries and Coal Products 84,943 10,187 1,098 2,685 887 
40 Plastics and Synthetic Resins 1 14 Sr ieis) 404 56 
4] Paint and Varnish 0) 0) 0 0 0) 
42 Pharmaceuticals and Medicines 0) 0 0 0 4,53 
43 Other Chemical Industries 48,338 38,430 567 397 33 
44 Miscellaneous Manufacturing Industries 213 72 68 37) 0 
45 Construction, Maintenance and Repair 41,015 18,011 S03 1,477 gil 
46 ‘Transportation, Storage and Trade 121,991 34,868 25,110 10,213 33,199 
47 Utilities 13,763 28,862 2,386 21 OW 2,084 
48 Communications and Other Services 88,668 Als) 3.2)3 6,021 9,762 4,618 
49 Unallocated Sector 85,811 88,833 18,342 24,110 16,275 
50 Total Intermediate Input (Rows 1 + ... + 49) 809,141 354,133 byob sxe15) 386,182 239,837 
51 Wages and Salaries 166,596 171,437 65,036 65,316 28,061 
52 Other Value Added Poe Ons 304,810 24,516 22,679 27,430 
53 _ Total Value Added (Rows 51+ 52) «897,609 476,247 89,552 87,995 


54 Total Input (Rows 50 + 53) 1,706,750 830,380 641,117 474,177 295,328 


ue} u ~ n eo & ue) SI 
ce 28 S¢ ¢ 8 35 Brees - as. gg 2 
25 26.2 rhe = aie 368 Be 88° te 55 
a AOS oS. B Aas Bea AW Seine Og BE 
6 7 8 9 10 11 12 13 14 15 
886 3,229 142,634 0 4,013 69,994 0 0 0 15 
477 2,652 1,522 854 667 43 961 476 136 371 
3,904 0 41,380 0 0 0 0 26,693 0 0 
3,136 4,751 8,253 0 0 0 0 0 0 0 
33,246 89 40,728 0 9,583 0 0 20 0) 0) 
0 64 56 0 0 0 0 0 0 0 
7,988 37,207 IES 27) 5,565 1,440 6 0 106 0 0 
30,934 6,954 131,880 7,465 13,287 0 0 256 222 0 
0 0 0 0 0 0 0 0 0 0 
0 0 355 191 9,788 0 0 0 0 0 
0 0 0 0 0 24,968 0 0 0 0 
0 0) 0 0 0 0 53,289 1,878 0 0 
0 0) 0 0) 0 0 1,019 34,731 0) 0 
0 0 1 0 0 0 4,612 2,009 17,230 8,802 
0 0 0 0 0 0 38,334 0 8,549 21,648 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 84 0 
3 115 827 0 0 2 393 3,296 3,688 B2i 
0 0 1 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 52 108 292 766 116 220 0 2 
863 1,896 3,309 0 1,088 716 1,057 878 85 6,762 
7,866 5,960 19,404 5,007 10,502 5,910 2,077 1,939 286 1,125 
4,493 PAU TS: 35193 fai DD AAST| 769 306 32 44 56 
0 0 0 0 0 0 0 0 0 0 
0) 0 0 0 0) 2,063 0) 0 0 0 
0 0 0 0 0) 0 0 0 0 0 
54 456 45,485 3,540 3,240 7 300 > 0) 0 69 
0 0 0 0 0 0 4,429 2,663 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 70 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 233 0 0 0 0 0 
0 10 0 0 0 0 998 82 0 0 
0 100 95959 534 8,438 0 208 0 0 1,043 
1,557 298 1,858 669 671 134 1,162 549 99 1,250 
5,555 37 1,753 0 0 885 42,019 1821 29 538 
0 0) 0 0 0 0 Pres 0) 0) 0 
0 0 214 0 0 0 0) 0 0 0) 
64 41) QI 6 61 1629 60 22,130 BE2 57) 1,068 49,095 
0 7 2,468 265 2,540 37 1,927 5,407 19 58 
655 498 1,694 Bil) 850 533 970 8)5) // 318 854 
13,956 6,873 41,663 3,828 7,467 6,688 L229 10,673 1,926 6,235 
1,169 716 3,215 430 1,794 236 3,215 819 680 1,336 
8,867 4,254 15,419 2,517 9,757 2,911 11,285 5,434 882 4,661 
14,299 IPAS 3 be 55,185 10,852 Die ial 9,984 25,032 1219 2,294 OBIS 
239,972 60,429 eiB2i1 42,932 117,123 AAS IT 229 NSO 116,015 37,639 126,450 
68,052 27,485 89,841 24,193 46,615 14,513 89,596 53,311 14,589 36,910 
23,661 26,490 93,446 14,084 125,138 Sei 69,336 8,737 6,514 40,537 
915713 D3:975 183,287 SOR2 7]. NGA teas} 45,690 157,932 62,048 21,103 77,447 
231,685 144,404 796,498 81,209 288,876 172,462 387,082 178,063 58,742 203,897 
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Appendix 


Table I — The Inter-Industry Flow of Goods and Services, Ontario, 1965 — Continued 


(Producers’ Prices in Thousands of Dollars) 


Industry No. 


— 
SCOmMANIAD NWN 


For the distribution of output of an industry, 


read the row for that industry. 


For the composition of inputs to an industry 


read the column for that industry. 


Industry 


Agriculture, Forestry and Fishing 
Mining 

Meat and Poultry 

Dairy Products 

Grain Mills 


Biscuits and Bakeries 

Sugar and Confectioneries 

Other Food Industries 

Soft Drinks 

Distilleries, Breweries and Wineries 


Tobacco and Tobacco Products 
Rubber Products 

Leather and Leather Products 
Cotton Yarn and Cloth 
Synthetic Textiles 


Knitting Mills 
Clothing Industries 
Other Textile Mills 
Sawmills 

Furniture and Fixtures 


Other Wood Industries 
Pulp and Paper Mills 
Paper Products 
Printing and Publishing 
Iron and Steel Mills 


Other Primary Metals 

Fabricated and Structural Metals 
Metal Stamping, Pressing and Coating 
Other Metal Fabricating Industries 
Miscellaneous Machinery 


Motor Vehicles and Aircraft 
Other Transportation Equipment 
Electrical Appliances 

Electrical Industrial Equipment 
Communication Equipment 


Other Electrical Products 

Clay, Lime and Cement 

Other Non-metallic Mineral Products 
Petroleum Refineries and Coal Products 
Plastics and Synthetic Resins 


Paint and Varnish 

Pharmaceuticals and Medicines 

Other Chemical Industries 
Miscellaneous Manufacturing Industries 
Construction, Maintenance and Repair 


Transportation, Storage and Trade 
Utilities 

Communications and Other Services 
Unallocated Sector 


Total Intermediate Input (Rows 1 +... + 49) 


Wages and Salaries 
Other Value Added 


Total Value Added (Rows 51 + 52) 


Total Input (Rows 50 + 53) 


I 
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= 3 
Bia D wr € = 
= Se Z ® = Es 
vs O€ OH B L§ 
16 7 18 19 20 
0 7,267 909 23 26 
237 39 519 0 457 
0 0 0 0 0 
0 0 0 0 0 
) 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 265 26 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
64 152 2,448 0 0 
502 217 180 0 198 
12,216 32,306 22 725 0 4,864 
22135 18,866 55,915 0 12,807 
4,299 9,459 271 0 0 
0 10,479 qe 0 0 
20,595 29,391 65,449 0 6,577 
0 0 95 24,367 10,921 
0 0 1,581 0 8,273 
0 0 1,260 4,250 13,216 
174 175 1,056 0 649 
979 1,611 2,032 0 3,876 
133 0 230 0 124 
0 0 99 0 16 
0 0 1,274 0 12 
0 44 0 0 15,610 
0 0 60 0 15 
3 37 944 0 17,661 
0 47 4 0 0 
0 0 0 0 0 
0 0 0 0 218 
0 0 0 0 0 
0 0 0 0 0 
0 0 35 0 700 
0 0 5 0 806 
0 0 12 0 0 
0 0 pal 0 1,233 
241 149 893 1,026 396 
387 96 3712 0 8,257 
) 0 334 0 2,385 
0 0 10 0 0 
1,048 245 5,637 36 1,188 
300 7,354 3,070 ) 609 
272 214 1,286 632 758 
3,013 12,812 14,072 7.522 16,798 
582 580 1,840 845 1,373 
5.285 8,037 6,876 2,102 8,858 
6,166 9,669 19,186 5,138 12,749 
78,631 149,511 214,238 45,941 151,629 
29,301 61,958 63,952 21,528 82,469 
13,616 50,664 74,948 16,737 28,765 
42,917 112,622 138,900 38,265 111,234 
121,548 262,133 353,138 84,206 262,863 
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Other Metal 
Fabricating 
Industries 
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213,807 
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Table I — The Inter-Industry Flow of Goods and Services, Ontario, 1965 — Continued 
(Producers’ Prices in Thousands of Dollars) 


s For the distribution of output of an industry, = 2 ne a 5 = 
>, read the row for that industry. no fees a8 a5 ‘Sea 
5 os Bog On 25 foe 
2 For the composition of inputs to an industry ese 5 s-& Ss 3 Se BS 
E read the column for that industry. 333 s 5S Be ous 528 
Industry 351 3) 33 34 35 
| Agriculture, Forestry and Fishing 0 4 0 0 0 
2 Mining 10,334 378 1,424 667 846 
3. + Meat and Poultry 0) 0) 0 0 0 
4 Dairy Products 0) 0 0) 0 0 
5 Grain Mills 0 0 0 0) 0) 
6 Biscuits and Bakeries 0 0 0 0) 0) 
7 Sugar and Confectioneries 0 0 0) 0) 0 
8 Other Food Industries 0) 0) 0 0 0) 
9 Soft Drinks 0 0 0) 0 0 
10 _ Distilleries, Breweries and Wineries 0) 0 0 0) 0) 
1 Tobacco and Tobacco Products 0 0 0 0 0 
12. Rubber Products 74,602 0 0 0 2,149 
13 Leather and Leather Products 239 500 82 1,418 1,411 
14 Cotton Yarn and Cloth 4,058 0 0) 0 0 
15 Synthetic Textiles 16,720 652 0) 0 389 
16 = Knitting Mills 0 0) 0 0 0 
17 Clothing Industries 0) 0 0) 0 
18 Other Textile Mills 40,575 83 10 6 96 
19 Sawmills 4,586 1,461 0 0) 0) 
20  ~=Furniture and Fixtures 224 23 165 0 194 
21 Other Wood Industries ilesy sis! 387 875 501 913 
22 Pulp and Paper Mills 1E509 0 285 139, 225 
23 Paper Products Oa iy 12,390 901 7,656 
24 ~~~ Printing and Publishing 2 0 391 30 360 
25 Iron and Steel Mills 228,840 23,985 69,280 43,967 20,952 
26 Other Primary Metals 170,690 6,076 28,057 Syl 2 109,111 
27 Fabricated and Structural Metals 1,807 9 0) 0 0 
28 Metal Stamping, Pressing and Coating FON 0 41 80 83 
29 Other Metal Fabricating Industries TOSI) 195252 5,718 897 1,380 
30 Miscellaneous Machinery 14,423 8 0 0 0 
31 Motor Vehicles and Aircraft 1,011,110 2,639 83 245 564 
32 Other Transportation Equipment 2,068 26,937 0 0 0 
33 Electrical Appliances 20,840 0) 2,746 293 0) 
34 ~— Electrical Industrial Equipment 5,358 0 24,213 660 4,317 
35 Communication Equipment 22-156 0) 1,794 16,125 71,906 
36 ~=©Other Electrical Products 13,501 265 710 28,470 1,995 
37. ~=Clay, Lime and Cement Sul, 26 3 0 196 
38 Other Non-metallic Mineral Products 42,412 0 341 6,281 8,933 
39 Petroleum Refineries and Coal Products 4,690 494 1,477 544 1,903 
40 Plastics and Synthetic Resins 1,058 140 5,309 1,359 12,055 
41 Paint and Varnish 253295 694 5,398 1,031 2,621 
42 Pharmaceuticals and Medicines 0) O 0 0 0 
43 Other Chemical Industries 5,848 26 412 298 412 
44 Miscellaneous Manufacturing Industries 18,347 2,897 6 0 206 
45 Construction, Maintenance and Repair E3513 913 849 843 1,406 
46 Transportation, Storage and Trade 169,550 6,730 13,987 12,682 21,951 
47 Utilities 12,084 Ly WALT 1,758 2,216 
48 Communications and Other Services 67,184 3,908 10,987 1550 25,394 
49 Unallocated Sector 161,835 5 97 20,297 19,369 25,627 
50 Total Intermediate Input (Rows 1 +... + 49) 2,263,869 105,420 209,447 202,356 328,465 
Sul Wages and Salaries 561,105 38,013 69,805 105,847 141,760 
52 Other Value Added 661,818 20,369 40,277 56,780 75,796 


53. Total Value Added (Rows 51 + 52) 1,222,923 58,382 110,082 162,627 217,536 
54 Total Input (Rows 50 + 53) 3,486,792 163,802 SOI 29 364,983 546,021 
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39,040 
120,334 


Pharmaceu- 
ticals and 
Medicines 


42 


PSE 


29,920 
17,767 


47,687 
27220 


Other 
Chemical 
Industries 


43 


49,670 
10,959 


1,650 
10,381 
170,628 
11,464 
E202 


58,296 
26,399 
34,440 
SB) NGS 


639,647 


155,543 
LOT 295 


352,838 
992,485 


oO 
1 Dn 1 Be 
o vo oO o 
Hoses  § fe 
22EEs geau 
SsSsss OfS§ 

44 45 
928 11,318 
1,099 29,482 
WH 0 
0 0) 
0 0 
0 0 
19 0 
179 0 
0 0) 
0 113 
0 0 
12,793 10,031 
AsSao) LA: 
674 1A 
Doi 1,936 
235 0 
305 (0) 
6,558 18,505 
4,639 66,598 
798 4,920 
7,668 OTe 
6,611 9,542 
9,009 18,261 
2,807 0 
6,124 48,025 
16,588 99,608 
WB 76,209 
14,256 37,744 
7,417 245,495 
438 8,498 
287 3,568 
177 0 
By S103: 3,876 
1,958 18,371 
eS 54,830 
4,950 38,033 
421 163,828 
(0537 35,376 
i239 39,293 
56,586 ayy 
1,957 16,910 
0) ez 
4,209 9,769 
AWA, Si)? 22,191 
1,939 1,811 
20,043 343,183 
3,014 2,758 
23,897 146,413 
59,023 23° 
341,709 WIATESXo7/ 
153,089 1,118,079 
47,047 340,672 
200,136 e458 751 
541,845 3,176,718 


Industry No. 
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Table I — The Inter-Industry Flow of Goods and Services, Ontario, 1965 — Continued 
(Producers’ Prices in Thousands of Dollars) 


S ~~ For the distribution of output of an industry, 2, 80 os z 2 
La 2 - SD -¢€ ~ ioe n 
s, read the row for that industry. 565% n Oe, S asies) 5 : 
5 oe a v ne © — & BF ome: 
z For the composition of inputs to an industry all = 2 5 os = 9 = E ES aon 
2 1 the column for that indust alishel = Sess FB s2soty 
a read the column for that industry. ees 5 6852 52 Seale 
Industry 46 47 48 49 50 
I Agriculture, Forestry and Fishing 75,308 0 29,182 6,088 1,102,792 
2 Mining DIB 2,857 1,320 34 656,515 
3 Meat and Poultry 1,363 0 64,017 11372 324,023 
4 Dairy Products 1,625 0 49,590 7,328 170,090 
5 Grain Mills 2,059 0 5,027 lS 265,105 
6 Biscuits and Bakeries 0) 0 29,968 4,254 34,607 
7 Sugar and Confectioneries 98 0 5,028 835 82,414 
8 Other Food Industries 294 0) 39,393 6,912 332,398 
9 Soft Drinks 0 0 33337 3,988 17,281 
10 Distilleries, Breweries and Wineries 3,037 0) 0 19,010 83,335 
11 Tobacco and Tobacco Products 0 0 0 0 24,968 
12, Rubber Products O99 0 878 42,030 223,488 
13 Leather and Leather Products iS) 0) 823 2,294 $0,034 
14 Cotton Yarn and Cloth 33 0) 9,736 402 123,603 
15 Synthetic Textiles 4,582 0) 598 165 208,944 
16 ~=Knitting Mills 0 0 0 0 14,264 
17. + Clothing Industries 6,114 0) SL: 2,128 19,986 
18 Other Textile Mills 7,186 0 6,390 6,932 251,95 
19 Sawmills 2,425 SS 349 394 155,981 
20 Furniture and Fixtures 126 0) 315 0) 17,814 
2 Other Wood Industries 830 0) 5,919 55) 191,871 
22 Pulp and Paper Mills 6,726 (0) 4,786 5,193 341,029 
25 Paper Products Wy BNA 0 5,251 235302 378,066 
24 ~~ Printing and Publishing 3,914 149 6,289 315,001 384,049 
25 Iron and Steel Mills 1,930 0) 74 1,067 1,307,640 
26 Other Primary Metals 966 0) 902 2,655 1,092,695 
Qi Fabricated and Structural Metals 107 0 0 0 116,278 
28 Metal Stamping, Pressing and Coating 4,892 0 0 0 178,857 
29 Other Metal Fabricating Industries TB 8 0 2,205 207,366 840,236 
30 Miscellaneous Machinery 2,905 813 5,610 5,901 74,490 
31 Motor Vehicles and Aircraft 13,409 0 0) $2,864 1,124,549 
32 Other Transportation Equipment 625 0) 0) 236 61,740 
35 Electrical Appliances 0 0 0) es 42,730 
34 Electrical Industrial Equipment 39 0 0) 9,470 65,624 
35 Communication Equipment 309 0) 377 7,002 195,489 
36 Other Electrical Products 1,208 (0) ill 26,200 129,167 
S77 Clay, Lime and Cement 193 0 888 188 250,194 
38 Other Non-metallic Mineral Products 937 0 1,068 Tus, 195,736 
39 Petroleum Refineries and Coal Products 86,910 2,649 UG /xsyay 2,100 401,275 
40 Plastics and Synthetic Resins i 1,144 0) 73h) 400 208,031 
4] Paint and Varnish 76 0 6,921 27,898 122,030 
42 Pharmaceuticals and Medicines 0 0 6,708 5.646 31,417 
43 Other Chemical Industries eS) 130 16,966 48,164 694,133 
44 Miscellaneous Manufacturing Industries 5,169 0) 11,480 56,564 230,613 
45 Construction, Maintenance and Repair 76,749 25,831 398,060 0) 6535252 
46 Transportation, Storage and Trade 272,076 6,426 91,040 511,495 2,287,957 
47 Utilities 30,484 88,461 18,895 0 364,429 
48 Communications and Other Services 323,966 DN NTS) 605,626 464,296 2,284,848 
49 Unallocated Sector 312,504 13,626 348,082 0 2,106,455 
50 Total Intermediate Input (Rows 1 + ... + 49) 1,309,603 162,905 1,809,411 1,896,590 20,464,479 
51 Wages and Salaries 1,743,107 85,714 1,564,222 0 8,782,639 
52 Other Value Added 1,095,607 236,081 3,469,677 2 ONS 9,330,484 
53. Total Value Added (Rows 51 + 52) 2,838,714 321,795 5,033,899 2,915 18,113;033 


54 Total Input (Rows 50 + 53) 4,148,317 484,700 6,843,310 1,899,505 38,577,602 


z ro Soy £9 . ane ais a3 he z,, 
mp ete 2 SEGeS Pes s ees BES ine eee 6 £2 
Beas z SeSou 8 ee. 5 E55 255 gens = 85 Go aaa 
Pega : S2E998 S2Es 358 a 8 ZSe& SEoth got 
AO Zu) e Cel OUseee Oom= nO SOu Eada ROACH + pos 
51 52 53 54 55 56 57 58 59 
186,697 0 2,392 1,620 3,258 3,385 406,606 603,958 1,706,750 
0 0 9,580 5,649 6,031 15,124 137,481 173,865 830,380 
408,851 0 = 1,156 287 2,192 385 —93,465 317,094 641,117 
134,836 0 729 185 2,109 323 165,905 304,087 474,177 
117,990 0 2107 391 304 2a — 88,382 30,223 295,328 
134,085 0 E78 | 1,001 296 61,723 197,078 231,685 
103,217 0 796 461 330 119 — 42,933 61,990 144,404 
361,060 0 6,982 1,161 1,537 1,383 91,977 464,100 796,498 
66,246 0 481 10 317 317 — 3,443 63,928 81,209 
121,848 0 1,385 28 10 63 132,207 255,541 288,876 
46,085 0 — 365 —48 100 162 101,560 147,494 172,462 
132 323 — 388 487 626 1,656 139,758 163,594 387,082 
89,692 0 — 1,038 660 93 263 38,359 128,029 178,063 
22,076 0 159 1,396 143 44 ~ 88,679 — 64,861 58,742 
53,636 0 1,794 1,730 1 48 ~ 62,256 — 5,047 203,897 
60,327 0 282 120 23 31 46,501 107,284 121,548 
447,859 0 495 85 310 3,914 —210,516 242,147 262,133 
75,056 2,511 1,150 1,961 1,009 832 18,662 101,181 353,138 
1,467 106 356 1,435 0 12,821 —87,960 S75 84,206 
135,997 34,106 672 300 809 33 sealer 245,049 262,863 
3,222 148 1,721 Weg, 1,202 1,742 ~28,642 — 19,430 172,441 
36,453 0 e176 649 16 31 207,997 245,030 586,059 
22,006 0 1,989 1,694 593 2,594 30,882 59,758 437,824 
38,803 0 2,070 214 2,024 8,145 148,792 200,048 584,097 
0 0 30,039 48,612 229 2,301 — 337,578 —~256,397 1,051,243 
6,507 0 729 16,945 474 26,658 — 398,879 — 347,566 745,129 
0 0 3,324 944 10,343 41,300 27,590 83,501 199,779 
5,353 1,475 1,885 1,073 3,332 937 223,744 237,799 416,656 
87,220 291,074 28,797 5,277 12,476 44,067 332,413 801,324 1,641,560 
13,614 106,617 5,455 792 495 0 287,403 414,376 488,866 
1,055,224 209,354 23,121 10,344 1,346 5,409 1,057,445 2,362,243 3,486,792 
44,498 42,877 1,123 884 0 416 12,264 102,062 163,802 
81,212 3,181 2,741 0 38 40 189,587 276,799 319,529 
7,244 51,572 975 Es 497 0 239,096 299,359 364,983 
54,908 48,724 6,505 1,262 852 4,023 234,258 350,532 546,021 
11,147 21,724 1,947 214 376 139 25,195 60,742 189,909 
9,681 0 1,511 870 3,618 40,356 3,755 59,791 309,985 
23,221 0 796 745 204 1,474 — 1,028 25,412 221,148 
223,688 0 799 1,195 6,003 20,110 ~85,614 166,181 567,456 
1,561 0 179 1,210 1 47) Bue=35,698 —32,700 175,331 
12,036 0 802 626 798 1,157 ats — 1,696 120,334 
90,932 0 7 40 Poi? 437 2,875 95,803 127,220 
70,834 0 4,497 2,279 2,695 6,438 211,609 298,352 992,485 
133,266 40,373 6,097 2,617 1,677 3,886 123,316 Bah ey 541,845 
88,430 1,686,209 0 ee 65,655 51,215 630,224 2,523,466 3,176,718 
2,995,356 556,071 43,094 24,111 105,517 137,042  —2,000,831 1,860,360 4,148,317 
316,880 0 —16 2,231 1,806 55,714 —256,344 120,271 484,700 
4,497,444 71,635 0 10,821 43,493 326,099 —391,030 4,558,462 6,843,310 
0 0 0 21,255 1,470 0 ~229,675 — 206,950 1,899,505 
eens 0 oeRoee:  OGRE21, 2550 A70T ee 0) 229,01 S206 920 ee PLB ree 
nn eens Oo CArte, OUR Oe) ets 0 eee Oe et 
0 0 0 0 307,300 961,995 0 1,269,295 10,051,934 
0 0 0 0 0 0 0 0 9,330,484 
nes. ome Oe erent Oem 0 pee Ow ON ORAS 
0 0 0 0 307,300 961,995 0 1,269,295 19,382,418 


ae OE 
ee —————————————— 


12,518,897 3,168,080 194,182 177,708 596,305 1,784,998 942,248 19,382,418 0 


Industry No. 
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Appendix 


Table II — Direct Requirements Table, Ontario, 1965 


(Producers’ Prices in Dollars) 


20 


i] o oo 
& i=] 

es For the composition of inputs to an industry, = ps a 

77) read the column for that industry. 3 rae & 

2 Bey i 

4 <Qacas = 

Industry 1 2 

1 Agriculture, Forestry and Fishing .066563 .0 

2 Mining .001299 .054101 
3. Meat and Poultry .000807 0 

4 Dairy Products .0 .0 

5 Grain Mills 091491 .000005 
6 _ Biscuits and Bakeries 0 0 

7 Sugar and Confectioneries .000203 a0) 

8 Other Food Industries .002660 0 

9 Soft Drinks .0 .0 

10  Distilleries, Breweries and Wineries .0 0 

11 Tobacco and Tobacco Products 0 .0 

12 Rubber Products .001908 AO) 

13. +Leather and Leather Products .0 .0 

14 Cotton Yarn and Cloth .000209 0 

15 Synthetic Textiles .0 0 

16 Knitting Mills a0) .O 

17. Clothing Industries .000136 0) 

18 Other Textile Mills .00S802 .001045 
19 Sawmills .000237 .000012 
20 Furniture and Fixtures 0 .O 
21 Other Wood Industries .001783 .000099 
22 Pulp and Paper Mills a0) 0 
23 + Paper Products .000865 .000888 
24 Printing and Publishing 0 .000005 
25 _ Iron and Steel Mills 0) .001874 
26 Other Primary Metals 0 .014516 
27 ‘Fabricated and Structural Metals .0 .0 
28 Metal Stamping, Pressing and Coating .000027 .001564 
29 Other Metal Fabricating Industries .00309 1 .027834 
30 Miscellaneous Machinery .012278 .000785 
31 Motor Vehicles and Aircraft .000323 0 
32 Other Transportation Equipment .000180 .001330 
33. ~—- Electrical Appliances a0) .0 
34 ~—_ Electrical Industrial Equipment .0 m0) 
35 Communication Equipment .000079 AO) 
36 Other Electrical Products .0 A0) 
37. Clay, Lime and Cement .000069 .003752 
38 Other Non-metallic Mineral Products .000015 0 
39 Petroleum Refineries and Coal Products .049769 .012268 
40 Plastics and Synthetic Resins .000007 .0000 17 
41 Paint and Varnish .0 .O 
42 Pharmaceuticals and Medicines AO) nO) 
43 Other Chemical Industries .028322 .046280 
44 Miscellaneous Manufacturing Industries .000160 .000087 
45 Construction, Maintenance and Repair .02403 1 .021690 
46 Transportation, Storage and Trade .071476 .041990 
47 Utilities .008064 .034758 
48 Communications and Other Services LOSS S i .054593 
49 Unallocated Sector .050277 .106979 
50 Wages and Salaries .097611 .206456 
S51 Other Value Added .428307 367073 
52. Total 1.000000 1.000000 


Note: Figures may not add to total due to rounding. 


Meat and 
» | Poultry 


497327 
.001106 
.219564 
.003687 
.000356 


a0) 
.000284 
.028162 


Se SOSeeoSs Se 


-001700 
001195 
.009727 
.000941 
a0) 


.0000 14 
.0 
.004163 


SS ©SeSo°9 So 


.000884 
.000106 
.002142 


039166 
.003722 
009391 
.028609 


101442 
.038240 


1.000000 


Dairy 
Products 


£& 


445772 
001575 
.009058 
O27 S7 
nO) 


.000080 
018158 
.0068 16 


Se SOS Se 


oo So 
S 
S 
S) 
nN 
Ww 


001044 
.001727 
.019731 
.002143 


.000837 
.000078 
003115 


.021538 
.005835 
.020587 
050846 


.137746 
.047829 


1.000000 


Grain Mills 


Nn 


.339649 
.006488 
.049840 
.004663 
.057844 


0 
009691 
.082945 
a0) 
.000041 


16050 


oaoces oCocs 


a0) 

.003098 
.024065 
.002462 
002851 


Sense, Sisley Sot 


.003003 
.000190 


ne) 
015342 
.000112 
a0) 
.002407 


.112407 
.007057 
015637 
.055108 


.095016 
.092880 


1.000000 


Biscuits and 


Bakeries 


6 


.003824 
.002059 
-016850 
.013536 
.143497 


Ae) 
.034478 
sll 3335) 17/ 


00013 


DISS C1S SISSCSOS SS 


Soc Sores Se 


S 
S 
fon 
— 
N 
=) 


.O 
.000276 
a0) 
002827 


.060237 
.005046 
038272 
061717 


.293726 
.102126 


1.000000 


21 


: no) y a & = Be) S 
Z2 83 ' 238 50% ee ae ~s Pies 2 
Ee 53 a =e ee Be 222 go 25 £2 
2o-28 sy 3 ANS 66° Be aoe og aan) aS 
AOS or D Ams Bee wa eT Os DH SP 
8 g) 10 11 12 18 14 15 16 
.022361 .179076 nO) .013892 405852 0 a0) .000074 0 
.018365 .001911 .010516 .002309 .000249 .002483 .002673 .002315 .001820 .001950 
AO) .051952 0) 0 0 0 .149908 .0 nO) 0 
.032901 .010362 0 m0) 0 0 m0) .O AO) 0) 
.000616 .051134 nO) .033173 .0 0 .000112 AO) AO) 0 
.000443 .000070 0 0 0 0 0 0 m0) 0 
.257659 .014472 .068527 .004985 .000035 0 .000S95 .O m0) 0 
.048157 .165575 ODI 23 .045996 £0) .0 .001438 .003779 .O 0 
0 AO) AO) .O 4. 0 AO) 0 0 0 
0 -000446 .002352 .033883 .0 0) AO) nO) AO) .O 
0 AO) 0 0) .144774 AO) A0) .0 AO) 0 
0 .O 0 0 A0) .137668 .010547 0 0 .000527 
0 0 0 0 A0) .002633 .195049 0 0 .004130 
0 .000001 0) AO) 0 .011915 .011283 .293316 .043169 .100504 
0 AO) 0 0 AO) .099033 0 .145535 .106171 .182109 
0 0) 0 0 AO) 0 .O 0) 0 .035369 
0 .0 AO) 10) 0 {0} nO) : .001430 0 0 
.000796 .001038 nO) 0 .000012 .001015 .018510 .062783 .064822 .169439 
.0 .000001 0 m0) 0 AO) AO) 0 AO) 0 
0 AO) 0 0 0 0 0 0 0 0 
0 .000065 .001330 001011 .004442 .000300 .001236 AO) .000010 m0) 
.013130 .004154 0 003766 .004500 .002731 .004931 .001447 .033164 001432 
.041273 .024362 061656 036355 .034268 .005366 .010889 .004869 .005517 008054 
.014356 .006520 .009001 .007848 .004459 .000791 .000741 .000749 .000275 .001094 
0 0 0 0 0 0 0 0 AO) 0 
0 0 AO) AO) .011962 0 AO) m0) AO) AO) 
0) 0 0 AO) 0) nO) 40) 0 AO) 0 
.003158 .057106 .043591 .011216 .000041 .000775 AO) 0 .000338 AO) 
0 0 0 0 AO) .011442 .014955 AO) AO) .000025 
0 0 0 0 AO) 0) m0) m0) m0) 0 
.0 0 0 0 .O 0 m0) 0 AO) 0 
0 nO) 0 0 a0) .000181 0 0 AO) 0 
0 0 0 AO) 0) 0) 0 0 A 0) 0 
0 .O 0 0 0) A0) 0 0 0 AO) 
0 0 0 AO) 0 0 0 m0) 0 AO) 
Ae) 0 0 .000807 0 0 0 0 0 AO) 
.000069 .0 AO) AO) 0 .002578 .000461 0 AO) 0 
.000693 .012503 006576 .029210 0 .000537 m0) 0) 005115 0 
.002064 .002333 .008238 .002323 000777 .003002 .003083 001685 006131 001983 
.000256 .002201 0 {0} .005132 .108553 .010227 .000494 .002639 .003184 
0 0 0 AO) AO) .005456 0 0 .0 0 
0 .000269 0 0 0 AO) AO) AO) 10) AO) 
.000533 .034119 .000751 .005639 .000348 ROSA .018291 .018181 .240783 .008622 
.000048 .003099 .003263 .008793 .000215 .004978 .030366 .000323 .000284 .002468 
.003449 .002127 .003879 .002942 .003091 .002506 .002005 .005414 004188 .002238 
.047596 .052308 .047138 .025848 .038780 .028751 .059939 .032787 .030579 .024789 
.004958 .004036 .005295 .006210 .001368 .008306 .004599 .011576 .006552 .004788 
.029459 .019358 .030994 .033776 .016879 .029154 .030517 .015015 .022860 .043481 
.083883 .069284 .133630 .095463 .057891 .064668 .069183 .039052 .045675 .050729 
.190334 5112795 .297910 .161367 .084152 .231465 .299394 248357 .181023 .241065 
.183444 JLT? .173430 .433189 .180776 .176542 .049068 .110892 198811 alt 2022 
1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 


Industry No. 
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Table II — Direct Requirements Table, Ontario, 1965 — Continued 


(Producers’ Prices in Dollars) 


: 3 3 2 
a For the composition of inputs to an industry, 20. & 4 2 2 s.3 35 
z read the column for that industry. 22 Hie iS Zin sz rs & 
© os S3s = Eine, ss se 
& Os OHS dB ms 6€ ae 
Industry 17 18 19 20 ZA 22 
1 Agriculture, Forestry and Fishing .027723 .002574 .000273 .000099 .022367 .000778 
2 Mining .000149 .001470 AO) .001739 .001415 .021682 
3. Meat and Poultry AO) 0 0 .O 0 0) 
4 Dairy Products 0 .O .O 0 0 0 
5 Grain Mills 0 AO) 0 A0) m0) .000014 
6 Biscuits and Bakeries 0 m0) m0) a0) m0) A0) 
7 Sugar and Confectioneries 0 0 m0) 0 m0) A) 
8 Other Food Industries 001011 .000074 m0) AV 0 .006151 
9 Soft Drinks 0 20; 0 AO) 0 AO) 
10 Distilleries, Breweries and Wineries 0 0 AO m0) AO) .000104 
11 Tobacco and Tobacco Products 0 m0) .O a0) {0) AO) 
iy Rubber Products .000580 .006932 AC) m0) AO) nO) 
13 Leather and Leather Products .000828 .0005 10 m0) 000753 a0) n0) 
14 Cotton Yarn and Cloth .123243 .064352 m0) 018504 0 nO) 
15 Synthetic Textiles .071971 .158338 0 048721 .001577 m0) 
16 Knitting Mills .036085 .000767 m0) 0 0 AO) 
17 + Clothing Industries .039976 .000204 X0) 0 {9) AO) 
18 Other Textile Mills e122; .185335 AO) .025021 .000012 .002353 
19 Sawmills m0) .000269 .289374 .041546 .192193 .000681 
20 Furniture and Fixtures 10 .004477 0 .03 1473 .003781 0 
Dal Other Wood Industries m0) .003568 .050471 .050277 .102093 .013603 
22 Pulp and Paper Mills .000668 .002990 50) .002469 .017107 Pew itil 
23 Paper Products .006146 .005754 0 .014745 .004054 .001614 
24 Printing and Publishing .O .000651 0 .000472 0 .005854 
25 Iron and Steel Mills 0 .000280 nO) .000061 .002070 0 
26 Other Primary Metals AO) .003608 AO) .000046 .006652 a0) 
27 Fabricated and Structural Metals .000168 m0) 0 .059385 nO) 0 
28 Metal Stamping, Pressing and Coating 0 .000170 x0) .000057 .000452 .000009 
29 Other Metal Fabricating Industries .000141 .002673 .0 .067187 .018487 .O 
30 Miscellaneous Machinery .000179 .00001 1 .0 0) 0 0 
31 Motor Vehicles and Aircraft 0 0 m0) m0) .000273 a0) 
32 Other Transportation Equipment 0) 0 0 .000829 0 m0) 
33 Electrical Appliances 0 10) 0 0 m0) 0 
34 Electrical Industrial Equipment m0) 0 50) 0 nO) A0) 
35 Communication Equipment 0 .000099 m0) .002663 m0) 0 
36 Other Electrical Products 0 .000014 0 .003066 0 nO) 
37. + Clay, Lime and Cement 0 .000034 G 0 .000064 .004626 
38 Other Non-metallic Mineral Products m0) .000343 m0) .00469 1 .013396 .000578 
39 Petroleum Refineries and Coal Products .000568 .002529 .012184 .001506 .002679 .005779 
40 ‘Plastics and Synthetic Resins .000366 010511 .O .031412 .003787 .000855 
41 Paint and Varnish m0) .000946 0 .009073 .000748 .000195 
42 Pharmaceuticals and Medicines AO) .000028 m0) 0 m0) 0 
43 Other Chemical Industries .000935 .015963 .000428 .0045 16 .011320 .037634 
44 Miscellaneous Manufacturing Industries .028054 .008693 AO) .002317 .008212 .000039 
45 Construction, Maintenance and Repair .0008 16 .003642 .007505 .002884 .003920 .004411 
46 ‘Transportation, Storage and Trade .048876 .039848 .089329 .063904 .110629 .052756 
47 Utilities .002213 .005210 .010035 .005223 .008067 .033930 
48 Communications and Other Services .030660 .019471 .024963 .033698 .027795 .017479 
49 Unallocated Sector .036886 .054330 .061017 .048501 .043603 .051631 
50 Wages and Salaries 236361 .181097 255659 BS 134: .286405 .206650 
51 Other Value Added .193276 12235) .198763 .109430 .106843 .270683 
52 =Total 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 


Note: Figures may not add to total due to rounding. 


ZS 


EP 2 3 E ge > E @ x 
= o Ss p o.n iu i] 

3 aE ES ed) hee cfs See 428 eB 
35 32 = SEs od Se3s ca 8 O48 6:3 & ts 2 
a6 £2 BS 25S O92 S&3s 525 228 oss gta 
on ia) ov 5S) ea seb ORS TO = S) Riss) =) Y OFons = 6 OF 
oo -w-¥ BA One Lane ZzALO yee = Se are Oo aw 
23 24 25 26 27] 28 29 30 31 32 

nO 0 0 0 0 0 0 0 0 000024 

.009586 .000231 .112269 .027193 .000901 .001457 .003950 .005028 .002964 .002308 

m0) m0) m0) m0) 0 0 0 .O m0) 0 

.000605 0 AO) AO) m0) AO) 0 0 m0) m0) 

m0) A0) 0 AO) 0 0 AO) 0 0 0 

.000518 0 m0) AO) AO) 0 AO) 0 0 0 

0 {®) m0) 0 AO) 0 m0) AO) 0 0 

.000235 0 .000029 0 0 .002009 0 0 0 0 

0 m0) 0 AO) 0 40) 0 (0) 0 0 

.001302 0 m0) nO) 0 m0) m0) 0 0 0 

0 0 0 0 A0) 0 0 AQ) m0) 0 

000274 000060 0 0 0 .000240 .000325 0 021396 0 

0 -000005 0 0 0 {0 m0) AO) .000069 .003052 
.000384 0 0 m0) n0) 0 m0) m0) .001164 0 
.002318 0 0 {0) 0 0 .000776 0 .004795 .003980 
0 0) 0 0 AO) 0 AD) AO) m0) 0 

m0) AO) 0 0 A0) 0 m0) AO) 0 0 
.005804 .000697 .000005 .000012 0 .000019 .000166 .000305 .011637 .000507 
0 0 0 .000117 .000856 .001003 001725 .001274 001315 .008919 
0 0 0 0 0 0 000255 a0) .000064 .000140 
.010438 .000010 .000277 001542 .000100 .000084 .003513 .004036 .000434 .002363 
.159448 .065142 .000483 .000185 0 .001490 .000545 .001326 .000433 0 
210345 002479 .000054 013414 0 007721 .006995 019226 002904 .000104 
.010872 034451 .000144 .000030 0 .000629 000515 .000119 .000061 0 
.003600 0 185166 .047004 358441 396149 158633 200141 .065630 146427 
.013567 .000457 019122 327892 005927 .056476 130246 089967 048953 .037094 
0 000342 0 0 0 0 .013028 0 .000518 .000055 
.000857 .000034 .00003 1 004292 0 .000036 006945 .000301 003445 0 
.000710 .002897 .003131 .039306 035729 .056490 077058 025621 020241 7532 
0 0 0 .000396 0 .000019 .004687 .012750 004136 .000049 
0 m0) 0 .006234 0 0 .020472 .000530 289983 016111 
x0) 0 0 .000793 0 0 .011976 001291 000593 164448 
0 0 0 .000888 0 0 004898 .003328 005977 0 

@ AO) 0 0 AO) .001478 .000379 0 .001537 0 

AO) 0 m0) .000574 AO) AO) .001513 AO) .006526 0 

0 0 .002222 001758 0 000612 001121 0 003872 .001618 
004929 0 015869 009119 .000005 0 .000466 000374 .000108 000159 
002807 000002 0 .000009 0 .000010 .000017 .000405 012164 0 
008154 000890 001512 015039 .000005 .001466 002623 004897 001345 .003016 
.037686 .001746 0 .000319 .000175 .000209 000189 .000200 .000303 .000855 
0 0 0 .00361 .002663 .013397 .003280 .006865 007255 004237 
0 0 m0) 0 0 0 m0) m0) AD) 0 
022258 011382 .006808 007675 .000030 000362 001941 .000065 001677 000159 
.003609 000219 0 .000004 0 .001805 001171 000452 .005262 .017686 
.004264 .006800 005294 011422 .003189 .002575 004172 003357 .004736 005574 
056991 013426 025244 .050928 017920 034213 039815 .048480 048626 .041086 
004947 .009990 024283 023419 004019 .004853 .006750 .003776 .003466 010494 
039925 141425 014393 021477 018130 .031779 034165 051286 019268 023858 
057619 .162310 085355 038635 051182 034172 070364 043143 046414 031727 
224353 394777 .203510 238601 252745 203964 258327 235336 160923 .232067 
101596 H50227 294799 111362 247984 145281 127002 236122 189807 124352 
1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 1.000000 
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Table II — Direct Requirements Table, Ontario, 1965 — Continued 


industry No. 


— 
SwoOmAANA NARWN 


(Producers’ Prices in Dollars) 


For the composition of inputs to an industry, 
read the column for that industry. 


Industry 


Agriculture, Forestry and Fishing 
Mining 

Meat and Poultry 

Dairy Products 

Grain Mills 


Biscuits and Bakeries 

Sugar and Confectioneries 

Other Food Industries 

Soft Drinks 

Distilleries, Breweries and Wineries 


Tobacco and Tobacco Products 
Rubber Products 

Leather and Leather Products 
Cotton Yarn and Cloth 
Synthetic Textiles 


Knitting Mills 
Clothing Industries 
Other Textile Mills 
Sawmills 

Furniture and Fixtures 


Other Wood Industries 
Pulp and Paper Mills 
Paper Products 
Printing and Publishing 
Iron and Steel Mills 


Other Primary Metals 

Fabricated and Structural Metals 
Metal Stamping, Pressing and Coating 
Other Metal Fabricating Industries 
Miscellaneous Machinery 


Motor Vehicles and Aircraft 
Other Transportation Equipment 
Electrical Appliances 

Electrical Industrial Equipment 
Communication Equipment 


Other Electrical Products 

Clay, Lime and Cement 

Other Non-metallic Mineral Products 
Petroleum Refineries and Coal Products 
Plastics and Synthetic Resins 


Paint and Varnish 

Pharmaceuticals and Medicines 

Other Chemical Industries 
Miscellaneous Manufacturing Industries 
Construction, Maintenance and Repair 


Transportation, Storage and Trade 
Utilities 

Communications and Other Services 
Unallocated Sector 


Wages and Salaries 
Other Value Added 


Total 


Note: Figures may not add to total due to rounding. 


Electrical 
Appliances 


Ww 
Ww 


(= 
(=) 
aK 
AK 
n 
nN 


00257 


IS SOSeooe GaaeSe OSec: 


S 
S 
=) 
jo) 
Ww 
ca 


a0) 
.0005 16 


.002738 
.000892 
.038776 
.001224 
.216819 


.087807 
AO) 
.000128 
017895 
0 


.000260 
0 

008594 
.075777 
.005615 


.002222 
.000009 
.001067 
.004622 
016615 


.016894 
a0) 

001289 
.000019 
.002657 


.043774 
.006625 
034385 
.063522 


.218463 
.126051 


1.000000 


Equipment 


Electrical 
Industrial 


Ww 
BN 


.0 
.001827 


SOS SSeS 


03885 


Se Sooo oc 


S 
> 
S 
=) 
— 
[o> 


oo¢ 


001373 
.000381 
.002469 
.000082 
.120463 


.140396 
0 
.000219 
.002458 
a0) 


.000671 
.O 

.000803 
.001808 
.044180 


.078004 
.0 

.017209 
.001490 
.003723 


.002825 
0 
.0008 16 
nO) 
.002310 


.034747 
.004817 
034385 
.053068 


.290006 
.155569 


1.000000 


4 25 
| oO ac) Ee 
Bok eS mal 
ESS 333 2S 
oLs SPOR S is) 
O 8a 6a Os 
35 36 Shi 
m0) 0 000274 
.001549 .003223 .082033 
A0) (0) A0) 
m0) 0 nO) 
m0) m0) 0 
x0) 0 0 
AO) 0 0 
0 0 .0009 16 
0 0 (9) 
x0) 0 0 
x0) AO) 0 
.003936 0 .0 
.002584 .000037 m0) 
a0) 0 .000161 
.000712 A0) a0) 
.O m0) 0 
x0) 0 0 
.000176 .000047 .000048 
x0) 0 .000019 
.000355 000342 n0) 
.001672 .000184 .001107 
.002240 .004065 .009488 
.014021 025333 .007352 
.000659 .001116 .000074 
.038372 .092939 .012313 
.199829 .169434 .00008 1 
A) 0 0 
.000152 .000637 .000187 
.002527 014128 .016430 
0 0 .000019 
.001033 .003539 m0) 
m0) A) n0) 
m0) 0 0 
.007906 A) 0) 
131691 .029751 a0) 
.003654 FOMSS) .O 
.000359 .000885 .129035 
.016360 .006614 .010891 
.003485 .002707 .012465 
.022078 .041783 .001407 
.004800 .006603 (9) 
m0) .O A) 
.000755 .013427 .002768 
.000377 .036365 .000345 
.002575 .002438 .006675 
.040202 055158 .099937 
.004058 .005187 .014762 
046507 .038408 .040276 
.046934 .091265 .107863 
259624 .224623 .229083 
.138815 .112028 213991 
1.000000 1.000000 1.000000 
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Other Non- 
metallic 
Mineral 
Products 


Ww 
Co 


10455 


00009 


Ss oases Soe S 


j=) 
nN 
S 
oo 
— 
~ 


(001641 
004047 
000271 


.001198 
011101 
.027828 
.000529 
a0) 


.002333 
0 
.000466 
.000362 
a0) 


SSS 


.007995 
.038883 
.185975 
.014303 
002695 


0 
a0) 
.020357 
000828 
.006380 


.044567 
.036785 
.033837 
.093960 


.276530 
.152097 


1.000000 


25 


go 5 2 2 n i 2 a) “hk 3 
= bee) 3a5 ze E25 3&2 Sean see acde = la = #608 zs 
moe SEG ‘3.8 £80 Sav Zearnd Bs av sioyv | Bsut 35 
a a Ae a> Roe ole SS285 O28 EBAS Ss 08 8B Sr 
39 40 41 42 43 44 45 46 47 48 49 
0 0 000307 001894. .002174 ~— .001713 003563. = .018154 004264  .003205 
576850 000285 ~—— 006058 += .004921 023199 — .002028 ~—_ 009281 000659 ~—- 005894. .000193~—_.000018 
0 0 0 0 014171 000133. 0 000329 0 009355. .005987 
0 0 0 0 0 0 0 000392 .0 .007246 —- .003858 
0 0 0 0 000164 0 0 000496 ~—-.0 .000735. 000376 
0 0 0 0 0 0 0 0 0 .004379 002240 
0 0 0 .003891 .000100 000035 0 000024 sO 000735. 000440 
0 011401 038734. — .014557. ~—s- 030867 = 0003300 .000071 0 005756 —— .003639 
0 000468 0 003718 0014120 0 0 0 001657 002099 
0 0 0 0 000199 0 000036 = .000732——s«O 0 .010008 
0 0 0 0 0 0 0 0 0 0 0 
0 0 006997 0 003899 023610 +~=—- 003158 += 0023620 000128 = 022127 
.000171 000268 ~—-.0 0 000879 —-.008074 ~—- .000035 0000220 000120 —-.001208 
0 0 0 0 0 001244 =.000038 += «000789 SO 001423 000212 
0 0 0 0 000339 = 005077 ~—s—(« «000609 -s«001105.——s«O 000087 000087 
0 0 0 0 0 000434. 0 0 0 0 0 
0 0 0 0 000059 = 0005630 001474 0 000075. —- .001120 
0 000046 = .0 0 001093 O121035a005825. 5 ~ 001732. . .0 000934 003649 
0 000040 ~—.0 0 000366 —- .008561_ = .020964. — 000585 001626 — .000051 .000207 
0 0 0 0 0 001473. 001549 = .000030—s «0 000046 = 0 
.000381 .001266 000008 000110 000566 014152 .033737 .000200 0 000865 — .000029 
0 .000992 000233 004818  .010904 = 012201 += «003004 ~— 001621 0 .000699 = .002734 
001759 = .003907_— «006083 044458 023882 .016627 005748 005620 0 000767 = .012267 
000060 = .000068 += «004446 —s«017599 = 003195 «0051800 000944. = .000307_ —~—s «000919 165833 
016444 0 0 0 003586 011302 ~—s-«.015118 — .000465 0 000011 .000562 
0 0 0 0 004421 030614. = .031356 += .000233 0 .000132 001398 
0 0 0 0 000175 001351 .023990 += .000026—s«O 0 0 
013016  .001625. 041418 —_.022693 .019201 .026310 011881 00N79 =O 0 0 
0 0 0 0 10029679 6 01368804) 1077279... 001817 0 000322 —-.109168 
0 0 0 0 0 000808 002675. = «.000700 = 001677. ~— «000820 ~— 003107 
0 0 0 0 0 00053 0mm 20011234, @n.003232° 120 0 .027830 
0 0 0 0 O00 Stgiml 2. 000327 EIe.0 002320 0 0 .000124 
0 0 0 0 0 006483  .001220 3.0 0 0 000596 
0 0 0 0 0 003614 — .005783 000009 =O 0 004986 
0 .002721 0 0 008736 003344. ~=—s 017260 «000074 000055 —-.003686 
0 0 0 0 001916  .009135 = 011972 .000291 0 000002 —-.013793 
000169 = .003342 «0013050 000834. 000777. —S 051571 000047 0 000130 .000099 
0 0 001496 068134 = .006508 ~=—S 009333. 011136 = 000226 —«0 000156 003955 
078665  .003702,—s «005909 =—.003270 = «050046 = 002287 = 012369 = 020951 005465 — .002565_ ~— 001106 
0 075760  .058778 + ~=—- 002610 —s«011042. «104432 «000119 += 000276 — (0 000035. —-.000211 
004365 005053 0562190 001662 003612 005323. =.000018 ~—s 0 001011 .014687 
0 0 0 029948 010460 0 000037 0 0 000980 —-.002972 
039934 633818 247420 .055337.-~—S.171920.-—S «.007768 ~=—- 003075. = 000379 = «000268 )~=— «.002479 = 025356 
000536  =.105480 = 000914. «008466 ~—011551 082223 006986 + =-«.001246_— «0 .001678  .029778 
015508 003884 = «002634. = 004135. = 007962. 003579 = 000570018501 053293 058168 0 
090777 013865 048415 041008 +~=—- 058737. — «.036990 ~—.1080031 065587 — .013258 =. .013304 ~—-.269278 
004496 = 004819 = .003233 002720 ~—-.026599 = «005562 = 000868 ~=—S 007349. = «182507 ~— 002761 0 
009194 008943 045906 —-.075601 .034701 044103 046089 = .078096~=— «043687 = 088499 = .244430 
011400 = 023909 = 099058 ~—.215273 093878 108930» 007420. 075333. «028112 = .050865 «0 
041540 048942 ~—.191783 .235183 5ojocmeee. 282553800 1551901 420196 —-.176839. Ss «228577 
094737 = 045394. «132647. 139656 = 198789 086828 107241 264109 —-.487067.-—~—«.S07017_— 001535 
1.000000 1.000000 1.000000 ~=—1.000000 ~— 1.000000 ~=— 1.000000 ~—:1.000000 —:1.000000 1.000000 _1.000000 _ 1.000000 
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Appendix 26 


Table III — Total Requirements Table, Ontario, 1965 


(Dollars) 
S Each entry represents the output required, from the ae = HS 
> industry named at the beginning of the row for each dollar = ps : g = 2 S & 8 
2 of delivery to final demand by the industry named at the Peas <= ps & 35 
2 ~~ head of the column. oy E 25 ‘30 S an 
A= <i & = P=y-¥ jayee Oo mon 
Industry 1 2 3 4 6 
1 Agriculture, Forestry and Fishing 1.12849 0.00941 0.73819 0.64061 0.48653 0.14969 
2 Mining 0.05127 1.08057 0.04144 0.04171 0.04163 0.02795 
3. Meat and Poultry 0.01317 0.00494 1.29463 0.02476 0.08392 0.04994 
4 Dairy Products 0.00284 0.00222 0.00915 1.24305 0.01131 0.02477 
5 Grain Mills 0.11105 0.00168 0.07578 0.06412 1.11580 0.17761 
6 Biscuits and Bakeries 0.00082 0.00097 0.00088 0.00110 0.00101 1.00103 
7 Sugar and Confectioneries 0.00253 0.00056 0.00338 0.03230 0.01784 0.05348 
8 Other Food Industries 0.01934 0.00552 0.05813 0.02544 0.12101 0.18810 
9 Soft Drinks 0.00054 0.00068 0.00058 0.00063 0.00071 0.00066 
10 _ Distilleries, Breweries and Wineries 0.00131 0.00180 0.00159 0.00179 0.00205 0.00194 
11 Tobacco and Tobacco Products 0.0 0.0 0.0 0.0 0.0 0.0 
12 Rubber Products 0.00677 0.00562 0.00658 0.00685 0.00720 0.00594 
13. Leather and Leather Products 0.00039 0.00050 0.00044 0.00047 0.00051 0.00052 
14 Cotton Yarn and Cloth 0.00245 0.00114 0.00213 0.00197 0.00420 0.00175 
15 Synthetic Textiles 0.00387 0.00194 0.00344 0.00318 0.00739 0.00298 
16 = Knitting Mills 0.00003 0.00002 0.00003 0.00003 0.00005 0.00003 
17 + Clothing Industries 0.00056 0.00040 0.00057 0.00054 0.00069 0.00051 
18 Other Textile Mills 0.01264 0.00374 0.01013 0.00866 0.02923 0.00780 
19 Sawmills 0.00347 0.00259 0.00369 0.00337 0.00295 0.00225 
20 Furniture and Fixtures 0.00018 0.00013 0.00017 0.00016 0.00024 0.00013 
21 Other Wood Industries 0.00496 0.00275 0.00669 0.00572 0.00421 0.00333 
22 Pulp and Paper Mills 0.00778 0.00765 0.01403 0.01877 0.02280 0.02948 
23 Paper Products OOI27a 0.01015 0.02888 0.04405 0.05006 0.06645 
24 Printing and Publishing 0.02030 0.02864 0.02568 0.03111 0.03350 0.05084 
25 _ Iron and Steel Mills 0.01702 0.02458 0.01910 0.01827 0.02261 0.01795 
26 Other Primary Metals 0.01428 0.04243 0.01458 0.01495 0.01542 0.01366 
27 ~~ Fabricated and Structural Metals 0.00139 0.00176 0.00126 0.00126 0.00121 0.00094 
28 Metal Stamping, Pressing and Coating 0.00483 0.00551 0.01209 0.01007 0.01211 0.01458 
29 Other Metal Fabricating Industries 0.02478 0.05906 0.02565 0.02754 0.02818 0.02474 
30 = Miscellaneous Machinery 0.01495 0.00223 0.01017 0.00903 0.00721 0.00288 
31 Motor Vehicles and Aircraft 0.00655 0.00912 0.00736 0.00806 0.00878 0.00787 
32 Other Transportation Equipment 0.00120 0.00300 0.00118 0.00112 0.00136 0.00100 
33. ~—- Electrical Appliances 0.00039 0.00059 0.00040 0.00042 0.00043 0.00039 
34 ~— Electrical Industrial Equipment 0.00090 0.00117 0.00099 0.00109 0.00112 0.00104 
35. Communication Equipment 0.00229 0.00266 0.00225 0.00223 0.00223 0.00212 
36 ~=©Other Electrical Products 0.00252 0.00337 0.00279 0.00308 0.00322 0.00299 
37. Clay, Lime and Cement 0.00371 0.00831 0.00350 0.00363 0.00359 0.00306 
38 Other Non-metallic Mineral Products 0.00275 0.00282 0.00357 0.00596 0.00598 0.00572 
39 Petroleum Refineries and Coal Products 0.07102 0.02467 0.05283 0.05189 0.04221 0.02697 
40 ‘Plastics and Synthetic Resins 0.00363 0.00370 0.01265 0.00626 0.00669 0.03299 
41 Paint and Varnish 0.00300 0.00368 0.00334 0.00360 0.00373 0.00360 
42 Pharmaceuticals and Medicines 0.00285 0.00147 0.00233 0.00212 0.01882 0.00406 
43 Other Chemical Industries 0.05707 0.07486 0.05358 0.04528 0.04630 0.05415 
44 Miscellaneous Manufacturing Industries 0.00636 0.00800 0.00832 0.00803 0.00905 0.01160 
45 Construction, Maintenance and Repair 0.04271 0.03935 0.03639 0.03560 0.03265 0.02332 
46 Transportation, Storage and Trade 0.16187 0.12212 0.18883 0.16148 0.25858 0.18350 
47 Utilities 0.02120 0.05421 0.02335 0.02526 0.02615 0.02051 
48 Communications and Other Services 0.12844 0.13839 0.12865 0.14244 0.13924 0.14019 
49 Unallocated Sector 0.11052 ONEl32 0.13199 0.15289 0.16122 0.15409 
50 Total 23872 1.97200 3.07334 2.94193 2.90289 2.60106 


Note: Figures may not add to total due to rounding. 
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: Lo} n a & S o>) SI 2 

Ze 83 = 288 288 2 ae > 2 x ca 
<3 <3 5 25s 8389 38 209 gx 33 £ § 
eg BE = fia 23 HEE go ae ae 
AOS on o aa§ eis Ze peril O§ Be Zs £ 

a, 8 9 10 it i iS} 14 iS 16 

0.09282 0.33579 0.04561 0.05588 0.54080 0.01447 0.14737 0.01155 0.01632 0.01173 jl 
0.04364 0.03733 0.03529 0.01720 0.03226 0.03048 0.02580 0.02131 0.03853 0.02110 2 
0.01119 0.09309 0.01310 0.01074 0.00843 0.00943 0.24559 0.00564 0.01073 0.00687 3 
0.05856 0.02001 0.00801 0.00341 0.00256 0.00224 0.00366 0.00176 0.00212 0.00209 4 
0.01510 0.09947 0.01175 0.04588 0.05361 0.00269 0.01604 0.00223 0.00300 0.00204 5 
0.00167 0.00115 0.00118 0.00088 0.00092 0.00091 0.00098 0.00070 0.00083 0.00089 6 
1.35081 0.02613 0.09549 0.00927 0.00154 0.00081 0.00217 0.00064 0.00086 0.00061 7 
0.08470 1.22050 0.12190 0.06616 0.01154 0.01483 0.01832 0.01369 0.01741 0.00850 8 
0.00066 0.00075 1.00073 0.00056 0.00060 0.00097 0.00069 0.00060 0.00102 0.00069 9 
0.00217 0.00267 0.00493 1.03687 0.00176 0.00181 0.00190 0.00141 0.00169 0.00156 10 
0.0 0.0 0.0 0.0 1.16928 0.0 0.0 0.0 0.0 0.0 La 
0.00627 0.00774 0.00730 0.00634 0.00643 1.16684 0.02275 0.00579 0.00750 0.00799 12 
0.00049 0.00070 0.00063 0.00069 0.00045 0.00480 1.24334 0.00058 0.00095 0.00606 13 
0.00148 0.00204 0.00139 0.00117 0.00182 0.03042 0.02515 1.44420 0.08023 0.18927 14 
0.00256 0.00353 0.00250 0.00215 0.00300 0.13807 0.01381 0.26027 1.15116 0.28881 tS 
0.00003 0.00004 0.00003 0.00003 0.00003 0.00005 0.00007 0.00021 0.0001 1 1.03690 16 
0.00050 0.00059 0.00052 0.00038 0.00053 0.00047 0.00058 0.00253 0.00055 0.00071 17 
0.00544 0.00920 0.00411 0.00397 0.00772 0.01770 0.03576 0.13434 0.10062 0.25560 18 
0.00223 0.00295 0.00268 0.00233 0.00436 0.00251 0.00343 0.00199 0.00255 0.00223 19 
0.0001 1 0.00016 0.00012 0.00012 0.00016 0.00020 0.00033 0.00070 0.00056 0.00127 20 
0.00353 0.00407 0.00484 0.00381 0.01005 0.00338 0.00576 0.00267 0.00364 0.00334 Dit 
0.04956 0.02738 0.03046 0.02485 0.02609 0.02462 0.02292 0.02488 0.06768 0.02757 22 
0.08270 0.05518 0.09645 0.05953 0.06115 0.02470 - 0.03170 0.02078 0.02722 0.02508 WS) 
0.05382 0.04149 0.04987 0.03696 0.03252 0.02981 0.03094 0.02334 0.02713 0.02626 24 
0.01637 0.05051 0.03861 0.01783 0.01545 0.01897 0.01903 0.01041 0.01635 0.01112 DS) 
0.01442 0.02290 0.02041 0.01309 0.03469 0.01822 0.01911 0.01095 0.01578 0.01246 26 
0.00096 0.00119 0.00100 0.00076 0.00115 0.00112 0.00127 0.00087 0.00098 0.00089 My 
0.01163 0.07433 0.05352 0.01767 0.00374 0.00956 0.00655” 0.00473 0.01042 0.00462 28 
0.02792 0.03356 0.03396 0.02347 0.02649 0.03952 0.04657 0.01947 0.02384 0.02 1-74 29 
0.00227 0.00537 0.00180 0.00160 0.00774 0.00125 0.00301 0.00096 0.00114 0.00103 30 
0.00891 0.00935 0.01027 0.00743 0.00799 0.00811 0.00893 0.00604 0.00703 0.00668 31 
0.00100 0.00124 0.00106 0.00074 0.00110 . 0.00132 0.00133 0.00072 0.00088 0.00075 By 
0.00041 0.00050 0.00050 0.00041 0.00042 0.00060 0.00078 0.00031 0.00038 0.00036 33 
0.00116 0.00131 0.00139 0.00102 0.00103 0.00114 0.00126 0.00083 0.00099 0.00092 34 
0.00192 0.00270 0.00211 0.00170 0.00213 0.00452 0.00257 0.00254 0.00513 0.00263 35 
0.00330 0.00380 0.00393 0.00402 0.00296 0.00359 0.00356 0.00255 0.00345 0.00279 36 
0.00321 0.00474 0.00380 0.00396 0.00350 0.00680 0.00350 0.00239 0.00356 0.00238 37 
0.00507 0.02208 0.01293 0.04043 0.00279 0.00624 0.00354 0.00454 0.01265 0.00485 38 
0.01748 0.03495 0.02112 0.01321 0.04001 0.02553 0.02396 0.01727 0.03503 0.01776 39 
0.00706 0.01041 0.00813 0.00662 0.01215 0.14680 0.02736 0.00781 0.01331 0.01328 40 
0.00377 0.00494 0.00490 0.00334 0.00337 0.01134 0.00400 0.00291 0.00389 0.00337 41 
0.00129 0.00355 0.00136 0.00166 0.00191 0.00335 0.00170 0.00188 0.00454 0.00195 42 
0.03088 0.08817 0.03267 0.03074 0.04445 0.25037 0.07431 0.12706 0.36566 0.12626 43 
0.00892 0.01402 0.01385 0.01753 0.00865 0.03292 0.05232 0.00932 0.01324 0.01413 44 
0.02257 0.02852 0.02101 0.01669 0.03153 0.02026 0.02239 0.02194 0.02260 0.01964 45 
0.16223 0.19756 0.15769 0.10934 0.16819 0.12828 0.18107 0.12476 0.13396 0.11995 46 
0.02020 0.02442 0.01891 0.01788 0.01725 0.02978 0.02059 0.03309 0.03231 0.02283 47 
0.13862 0.14132 0.13868 0.11401 0.12789 0.12421 0.13560 0.09485 0.11413 0.13120 48 
0.18143 0.17892 0.21130 0.15396 0.14789 0.15570 0.16307 0.12081 0.14023 0.13557 49 


2.56302 295230 2.35378 2.00830 2.69206 2.57166 2.72645 2.61078 2.54385 2.60634 50 
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Table III — Total Requirements Table, Ontario, 1965 — Continued 


Industry No. 


SFoOANID NPWNKE 


50 


Note: Figures may not add to total due to rounding. 


(Dollars) 
Each entry represents the output required, from the a . 8 3 - = 
industry named at the beginning of the row for each dollar 30.2 = = a 2-2 zs 
of delivery to final demand by the industry named at the 62 i ae E ai Ke ae 
head of the column. att BSs 5 Ze s3 ze 
Industry 7) 18 19 20 Pa) 22 
Agriculture, Forestry and Fishing 0.04207 0.01413 0.01084 0.01151 0.03806 0.01251 
Mining 0.01495 0.02149 0.01937 0.02331 0.01969 0.04813 
Meat and Poultry 0.00489 0.00576 0.00295 0.00470 0.00376 0.00469 
Dairy Products 0.00175 0.00185 0.00173 0.00189 0.00182 0.00169 
Grain Mills 0.00488 0.00223 0.00160 0.00188 0.00435 0.00240 
Biscuits and Bakeries 0.00073 0.00077 0.00075 0.00080 0.00076 0.00066 
Sugar and Confectioneries 0.00056 0.00057 0.00040 0.00052 0.00049 0.00064 
Other Food Industries 0.00785 0.00842 0.00263 0.00645 0.00423 0.01499 
Soft Drinks 0.00053 0.00066 0.00046 0.00059 0.00049 0.00051 
Distilleries, Breweries and Wineries 0.00129 0.00158 0.00148 0.00148 0.00143 0.00148 
Tobacco and Tobacco Products 0.0 0.0 0.0 0.0 0.0 0.0 
Rubber Products 0.00731 0.01568 0.00446 0.00552 0.00525 0.00431 
Leather and Leather Products 0.00213 0.00150 0.00034 0.00155 0.00055 0.00040 
Cotton Yarn and Cloth 0.21457 0.13107 0.00096 0.03597 0.00141 0.00122 
Synthetic Textiles 0.16077 0.24741 0.00162 0.07102 0.00419 0.00216 
Knitting Mills 0.03916 0.00104 0.00002 0.00006 0.00003 0.00002 
Clothing Industries 1.04237 0.00086 0.00047 0.00047 0.00051 0.00036 
Other Textile Mills 0.18347 1.26007 0.00202 0.04239 0.00305 0.00594 
Sawmills 0.00228 0.00421 1.43056 0.07944 0.30833 0.00851 
Furniture and Fixtures 0.00097 0.00594 0.00040 1.03304 0.00453 0.00017 
Other Wood Industries 0.00311 0.00780 0.08195 0.06491 1.13363 0.02245 
Pulp and Paper Mills 0.01856 0.02726 0.00685 0.01982 0.03379 1.35914 
Paper Products 0.02018 0.02187 0.00599 0.03001 0.01387 0.01036 
Printing and Publishing 0.02052 0.02582 0.02242 0.02343 0.02149 0.02896 
Iron and Steel Mills 0.01008 0.01332 0.00914 0.05603 0.01837 0.00961 
Other Primary Metals 0.01148 0.01925 0.00966 0.03088 0.02574 0.00990 
Fabricated and Structural Metals 0.00094 0.00122 0.00090 0.06315 0.00140 0.00079 
Metal Stamping, Pressing and Coating 0.00408 0.00520 0.00194 0.00462 0.00342 0.00370 
Other Metal Fabricating Industries 0.01830 0.02566 0.02100 0.09983 0.04259 0.01933 
Miscellaneous Machinery 0.00148 0.00109 0.00102 0.00139 0.00147 0.00102 
Motor Vehicles and Aircraft 0.00565 0.00695 0.00668 0.00895 0.00767 0.00587 
Other Transportation Equipment 0.00072 0.00086 0.00092 0.00301 0.00133 0.00078 
Electrical Appliances 0.00049 0.00044 0.00030 0.00078 0.00049 0.00028 
Electrical Industrial Equipment 0.00087 0.00096 0.00085 0.00095 0.00087 0.00078 
Communication Equipment 0.00201 0.00287 0.00144 0.00558 0.00173 0.00194 
Other Electrical Products 0.00251 0.00294 0.00241 0.00607 0.00266 0.00231 
Clay, Lime and Cement 0.00194 0.00259 0.00209 0.00369 0.00344 0.00930 
Other Non-metallic Mineral Products 0.00360 0.00524 0.00295 0.00999 0.02068 0.00367 
Petroleum Refineries and Coal Products 0.01404 0.01871 0.02676 0.01505 0.01921 0.01910 
Plastics and Synthetic Resins 0.01104 0.02290 0.00257 0.04215 0.00908 0.00461 
Paint and Varnish 0.00280 0.00457 0.00271 0.01351 0.00367 0.00283 
Pharmaceuticals and Medicines 0.00135 0.00200 0.00067 0.00136 0.00094 0.00132 
Other Chemical Industries 0.07610 0.12992 0.01398 0.07620 0.03659 0.07739 
Miscellaneous Manufacturing Industries 0.04061 0.02191 0.00631 0.01486 0.01666 0.00645 
Construction, Maintenance and Repair 0.01612 0.01950 0.02395 0.01906 0.02202 0.02036 
Transportation, Storage and Trade 0.13146 0.13414 0.19819 0.15732 0.22247 0.13513 
Utilities 0.01658 0.02275 0.02387 0.02132 0.02483 0.06500 
Communications and Other Services 0.10683 0.10410 0.10447 OnS92 0.11195 0.08917 
Unallocated Sector 0.11012 0.13612 0.12697 0.12522 0.11884 0.11557 
Total 2.38605 PINS 22, 219199 2.35764 2.32387 2.13790 
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a) ae) = on us} See eS) 
P as 2 é ze ag CER 5 - fal = % 
= 2s Es 52 § 32 Bee oe 328 os ree. 2 
23 ES Eg BES bu23 $525 25 233 sa oie 
Ses ae Ha 5a gsas SLO one s&s SoZ 6 2a & 
23 24 25 26 ya! 28 29 30 31 32 
0.01330 0.01115 0.00712 0.00802 0.00571 0.00805 0.00826 0.00744 0.00841 0.00798 1 
0.04430 0.01220 0.16005 0.08320 0.06306 0.07728 0.05417 0.05509 0.03737 0.05011 2 
0.00592 0.00606 0.00341 0.00332 0.00268 0.00351 0.00366 0.00322 0.00363 0.00403 3 
0.00325 0.00348 0.00177 0.00173 0.00148 0.00183 0.00202 0.00184 0.00179 0.00169 4 
0.00250 0.00208 0.00126 0.00135 0.00101 0.00151 0.00143 0.00129 0.00144 0.00132 5 
0.00162 0.00157 0.00078 0.00076 0.00066 0.00079 0.00089 0.00081 0.00077 0.00073 6 
0.00074 0.00080 0.00043 0.00041 0.00035 0.00048 0.00047 0.00042 0.00044 0.00041 qi 
0.01020 0.00607 0.00344 0.00350 0.00265 0.00636 0.00368 0.00339 0.00428 0.00338 8 
0.00073 0.00092 0.00054 0.00048 0.00043 0.00050 0.00057 0.00048 0.00052 0.00047 9 
0.00346 0.00237 0.00174 0.00142 0.00138 0.00147 0.00173 0.00133 0.00154 0.00136 10 
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 ifs] 
0.00642 0.00694 0.00512 0.00471 0.00410 0.00488 0.00643 0.00408 0.04074 0.00575 12 
0.00067 0.00057 0.00041 0.00037 0.00032 0.00039 0.00050 0.00033 0.00088 0.00513 13 
0.00312 0.00141 0.00084 0.00099 0.00068 0.00088 0.00122 0.00092 0.00690 0.00163 14 
0.00742 0.00211 0.00144 0.00175 0.00118 0.00152 0.00313 0.00151 0.01804 0.00781 V5) 
0.00004 0.00002 0.00002 0.00002 0.00001 0.00002 0.00002 0.00002 0.00004 0.00003 16 
0.00047 0.00044 0.00036 0.00039 0.00029 0.00035 0.00041 0.00034 0.00042 0.00037 il7/ 
0.01305 0.00382 0.00212 0.00250 0.00162 0.00209 0.00309 0.00241 0.02423 0.00413 18 
0.00753 0.00234 0.00173 0.00347 0.00262 0.00336 0.00608 0.00488 0.00503 0.01885 19 
0.00024 0.00012 0.00009 0.00014 0.00007 0.00010 0.00041 0.00011 0.00032 0.00037 20 
0.02147 0.00351 0.00210 0.00543 0.00175 0.00254 0.00702 0.00711 0.00339 0.00707 Dah 
0.28364 0.09959 0.00708 0.01181 0.00505 0.01045 0.01025 0.01285 0.01034 0.00701 WD 
27793 0.01139 0.00734 0.03276 0.00571 0.01834 0.02069 0.03302 0.01651 0.00988 72,33 
0.04284 1.07443 0.02793 0.02181 0.02217 0.02390 0.02784 0.02082 0.02426 0.02143 24 
0.02059 0.01284 1.24239 0.11700 0.45854 0.51742 0.25652 OD7S57. 0.14693 0.26757 WS 
0.03914 0.01388 0.05077 1.51885 0.03920 0.12367 0.23816 0.16095 0.13268 0.11892 26 
0.00101 0.00149 0.00101 0.00200 100122; 0.00170 0.01524 0.00123 0.00210 0.00306 Ox 
0.00597 0.00261 0.00253 0.00968 0.00207 1.00383 0.01107~ 0.00340 0.00870 0.00453 28 
0.02656 0.03381 0.03353 0.08768 0.06140 0.08945 i202 0.05474 0.05926 0.17919 29 
0.00122 0.00144 0.00123 0.00205 0.00108 0.00140 0.00655 1.01406 0.00714 0.00196 30 
0.00785 0.01018 0.00819 0.02145 0.00752 0.00940 0.04154 0.00893 1.41744 0.03881 31 
0.00102 0.00086 0.00112 0.00330 0.00129 0.00189 0.01684 0.00296 0.00251 1.20000 32) 
0.00046 0.00047 0.00043 0.00209 0.00052 0.00077 0.00621 0.00401 0.00920 0.00153 33 
0.00105 0.00136 0.00102 0.00109 0.00083 0.00241 0.00194 0.00107 0.00388 0.00111 34 
0.00277 0.00226 0.00188 0.00317 0.00143 0.00189 0.00418 0.00162 0.01292 0.00232 35) 
0.00318 0.00385 0.00573 0.00558 0.00337 0.00461 0.00530 0.00313 0.00923 0.00560 36 
0.01194 0.00293 0.02549 0.02095 0.01027 0.01271 0.00980 0.00908 0.00725 0.00841 3i/ 
0.00807 0.00271 0.00231 0.00263 0.00164 0.00212 0.00282 0.00242 0.02372 0.00271 38 
0.02699 0.00904 0.01137 0.03430 0.00689 0.01208 0.01512 0.01550 0.01341 0.01418 39 
0.05768 0.00576 0.00288 0.00448 0.00252 0.00450 0.00453 0.00423 0.01070 0.00722 40 
0.00376 0.00435 0.00318 0.00381 0.00546 0.01722 0.00768 0.01009 0.01450 0.00894 41 
0.00180 0.00134 0.00094 0.00087 0.00068 0.00083 0.00089 0.00073 0.00094 0.00076 42 
0.10741 0.03654 0.03124 0.03388 0.01790 0.02705 0.02554 0.02140 0.03679 0.02468 43 
0.01931 0.00976 0.00689 0.00640 0.00543 0.00821 0.00895 0.00616 0.01597 0.02979 44 
0.02412 0.02693 0.02224 0.03401 0.01643 0.02050 0.02296 0.02020 0.02210 0.02330 45 
0.16971 0.10312 0.10591 0.15080 0.08599 0.11790 0.13469 0.12304 0.14942 0.13036 46 
0.03161 0.02281 0.04956 0.05646 0.02573 0.03309 0.03102 0.02450 0.02293 0.03492 47 
0.14121 0.24624 0.09635 0.10675 0.08449 0.11149 0.12301 0.12343 0.10594 0.10542 48 


0.14953 0.21708 0.15788 0.12056 0.12574 0.12969 0.15336 0.11454 0.13467 0.11935 49 
i 
2.61479 2.02703 2.10318 2.54014 2.09266 2.42638 2.42997 2.17071 2.58164 2.49556 50 
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Table If — Total Requirements Table, Ontario, 1965 — Continued 


(Dollars) 
S Each entry represents the output required, from the _ 8 meee oe z 2 5 FS 
> industry named at the beginning of the row for each dollar SZ Rae = S 2 $2 & & S ee 
5 f a = oa = b = 8) = 80 
% of delivery to final demand by the industry named at the Se 5 Ze é 5-5 Este sO Ba 35 
= & ° aU B=) 
Ee head of the column. =o ses c 3g Sze ae S 255 
Industry 33 34 335) 36 Bi] 38 
1 Agriculture, Forestry and Fishing 0.00941 0.00811 0.00904 0.01161 0.01130 0.01060 
2 Mining 0.06239 0.04395 0.03906 0.04879 On23i5 0.04415 
3. Meat and Poultry 0.00442 0.00442 0.00475 0.00573 0.00443 0.00590 
4 Dairy Products 0.00215 0.00184 0.00200 0.00248 0.00244 0.00231 
5 Grain Mills 0.00168 0.00138 0.00156 0.00207 0.00193 0.00183 
6 _ Biscuits and Bakeries 0.00094 0.0008 1 0.00088 0.00108 0.00106 0.00101 
7 Sugar and Confectioneries 0.00054 0.00044 0.00050 0.00066 0.00059 0.00058 
8 Other Food Industries 0.00565 0.00372 0.00493 0.00751 0.00545 0.00560 
9 Soft Drinks 0.00062 0.00052 0.00057 0.00078 0.00068 0.00069 
10  Distilleries, Breweries and Wineries 0.00182 0.00148 0.00144 0.00213 0.00214 0.00205 
11 Tobacco and Tobacco Products 0.0 0.0 0.0 0.0 0.0 0.0 
12 Rubber Products 0.00572 0.00549 0.01052 0.00835 0.00667 0.03594 
13. Leather and Leather Products 0.00122 0.00553 0.00430 0.00126 0.00056 0.00627 
14 Cotton Yarn and Cloth 0.00112 0.00102 0.00131 0.00151 0.00151 0.00228 
15 Synthetic Textiles 0.00197 0.00167 0.00335 0.00288 0.00210 0.00602 
16 = Knitting Mills 0.00002 0.00002 0.00002 0.00005 0.00003 0.00003 
17. Clothing Industries 0.00042 0.00036 0.00037 0.00053 0.00056 0.00046 
18 Other Textile Mills 0.00281 0.00229 0.00287 0.00397 0.00298 0.00594 
19 Sawmills 0.00307 0.00236 0.00283 0.00330 0.00263 0.00987 
20  +Furniture and Fixtures 0.00066 0.00015 0.00054 0.00057 0.00012 0.00048 
21 Other Wood Industries 0.00637 0.00401 0.00517 0.00445 0.00391 0.00514 
22 Pulp and Paper Mills 0.02002 0.00967 0.01602 0.02399 0.02454 0.03667 
23 + Paper Products 0.06107 0.01797 0.03446 0.04954 0.01940 0.05295 
24  +Printing and Publishing 0.02963 0.02346 0.02325 0.03480 0.03332 0.03282 
25 __ Iron and Steel Mills 0.30904 0.18818 0.09157 0.15642 0.03496 0.01552 
26 Other Primary Metals 0.18045 0.26436 0.36308 0.29447 0.01980 0.02083 
27 ~~ Fabricated and Structural Metals 0.00130 0.00099 0.00111 0.00148 0.00136 0.00108 
28 Metal Stamping, Pressing and Coating 0.00474 0.00383 0.00483 0.00755 0.00322 0.00407 
29 Other Metal Fabricating Industries 0.05290 0.03617 0.03885 0.05746 0.05142 0.02946 
30. §©Miscellaneous Machinery 0.00135 0.00116 0.00123 0.00163 0.00155 0.00132 
31 Motor Vehicles and Aircraft 0.01046 0.01054 0.01158 0.01752 0.01005 0.00882 
32 Other Transportation Equipment 0.00147 0.00122 0.00138 0.00173 0.00157 0.00098 
33. ~—s Electrical Appliances 1.00941 0.00147 0.00077 0.00117 0.00054 0.00044 
34 ~— Electrical Industrial Equipment 0.07772 1.00320 0.01003 0.00171 0.00122 0.00117 
35 Communication Equipment 0.01291 0.05557 1.15447 0.03813 0.00207 0.00266 
36 ~=©Other Electrical Products 0.01237 0.08333 0.00849 1.02309 0.00363 0.01336 
37. ~Clay, Lime and Cement 0.01012 0.00911 0.00917 0.01009 Le15233 0.05806 
38 Other Non-metallic Mineral Products 0.00589 0.02496 0.02574 0.01280 0.01780 1223213 
39 Petroleum Refineries and Coal Products 0.01845 0.01417 0.01954 0.02094 0.02675 0.03090 
40 _— Plastics and Synthetic Resins 0.02608 0.01301 0.03355 0.05884 0.00557 0.01350 
41 Paint and Varnish 0.02196 0.00681 0.00909 0.01196 0.00389 0.00403 
42 Pharmaceuticals and Medicines 0.00115 0.00086 0.00104 0.00167 0.00107 0.00138 
43 Other Chemical Industries 0.04747 0.02971 0.04659 0.08566 0.02909 0.06161 
44 Miscellaneous Manufacturing Industries 0.01043 0.01053 0.01054 0.05578 0.00889 0.01134 
45 Construction, Maintenance and Repair 0.02197 0.01966 0.02226 0.02407 0.02678 0.02612 
46 Transportation, Storage and Trade 0.14186 0.12155 0.13287 0.16828 0.20590 0.14763 
47 Utilities 0.03244 0.02733 0.02761 0.03117 0.03458 0.06718 
48 Communications and Other Services 0.12795 0.11527 0.13294 0.14539 0.14390 0.13380 
49 Unallocated Sector 0.15548 0.13027 0.12374 0.18447 0.18727 0.17778 


50. ~—- Total 2.51910 2.31389 2.45181 2.63150 2.22729 2.33476 


Note: Figures may not add to total due to rounding. 


Petroleum 
Refineries 
and Coal 
Products 


39 


0.01176 


0.68816 
0.00548 
0.00213 
0.00201 


0.00090 
0.00058 
0.00693 
0.00068 
0.00169 


0.0 

0.00562 
0.00075 
0.00123 
0.00205 


0.00003 
0.00051 
0.00352 
0.00315 
0.00015 


0.00360 
0.00884 
0.01352 
0.02580 
0.04988 


0.03421 
0.00183 
0.02004 
0.04665 
0.00189 


0.00836 
0.00243 
0.00052 
0.00115 
0.00307 


0.00336 
0.00784 
0.00322 
1.10870 
0.00466 


0.00866 
0.00176 
0.10734 
0.00873 
0.04870 


0.20853 
0.04592 
0.13006 
0.14284 
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2.78940 


Plastics and 
Synthetic 
Resins 


BS 
oO 


0.03482 
0.07029 
0.02415 
0.00332 
0.00698 


0.00112 
0.00198 
0.05335 
0.00246 
0.00242 


0.0 

0.01458 
0.00333 
0.00226 
0.00502 


0.00010 
0.00066 
0.00708 
0.00599 
0.00037 


0.00776 
0.03332 
0.04654 
0.03892 
0.03650 


0.03586 
0.00166 
0.02880 
0.03810 
0.00188 


0.01006 
0.00141 
0.00141 
0.00199 
0.01495 


0.00683 
0.00969 
0.01309 
0.06354 
1.11515 


0.01266 
0.01040 
0.88380 
0.14772 
0.03200 


0.17580 
0.04889 
0.14919 
0.19337 


3.40155 


Paint and 
Varnish 


aN 
= 


0.03344 
0.04908 
0.01651 
0.00376 
0.00771 


0.00123 
0.00215 
0.07002 
0.00135 
0.00248 


0.0 

0.01780 
0.00120 
0.00174 
0.00382 


0.00004 
0.00058 
0.00424 
0.00271 
0.00014 


0.00318 
0.02035 
0.03220 
0.04415 
0.04426 


0.02509 
0.00122 
0.05848 
0.03665 
0.00175 


0.01047 
0.00124 
0.00059 
0.00150 
0.00622 


0.00481 
0.00595 
0.00918 
0.03867 
0.07979 


1.06584 
0.00529 
0.40191 
0.02402 
0.02546 


0.17782 
0.02860 
0.16900 
0.21040 


2.75407 


Pharmaceu- 
ticals and 
Medicines 


IX 
Ne) 


0.02265 
0.02937 
0.00957 
0.00436 
0.00452 


0.00171 
0.00713 
0.02803 
0.00502 
0.00350 


0.0 

0.01251 
0.00137 
0.00186 
0.00340 


0.00004 
0.00068 
0.00474 
0.00331 
0.00018 


0.00401 
0.03585 
0.07613 
0.07455 
0.03110 


0.02318 
0.00133 
0.02981 
0.04534 
0.00201 


0.01460 
0.00131 
0.00072 
0.00196 
0.00361 


0.00632 
0.00755 
0.09108 
0.02027 
0.01324 


0.00655 
1.03327 
0.10607 
0.02456 
0.02685 


0.17904 
0.02120 
0.22186 
0.30955 


2.55686 


Other 
Chemical 
Industries 


aS 
Ww 


0.03878 
0.08828 
0.03057 
0.00332 
0.00737 


0.00111 
0.00203 
0.05219 
0.00248 
0.00248 


0.0 

0.01287 
0.00215 
0.00178 
0.00392 


0.00004 
0.00061 
0.00563 
0.00377 
0.00017 


0.00448 
0.03595 
0.04997 
0.03917 
0.03712 


0.03285 
0.00153 
0.03100 
0.03755 
0.00184 


0.00987 
0.00144 


0.00061 


0.00147 
0.01472 


0.00636 
0.00586 
0.01483 
0.07946 
0.02349 


0.00703 
0.01440 
1.25476 
0.02680 
0.03125 


0.17930 
0.05460 
0.14802 
0.19135 


2.59661 


Miscel- 
laneous 
Manufac- 
turing 
Industries 


is 
K 


0.01739 
0.03122 
0.00967 
0.00277 
0.00290 


0.00117 
0.00088 
0.01171 
0.00097 
0.00233 


0.0 

0.03824 
0.01203 
0.00672 
0.01641 


0.00056 
0.00117 
0.02176 
0.02093 
0.00197 


0.02193 
0.03669 
0.03945 
0.04302 
0.05800 


0.08015 
0.00293 
0.03527 
0.05303 
0.00248 


0.01198 
0.00183 
0.00787 
0.00596 
0.00864 


0.01495 
0.00653 
0.01721 
0.02072 
0.13673 


0.01028 
0.00238 
0.14310 
1.11662 
0.02369 


0.15392 
0.02634 
0.15790 
0.20456 


2.64495 


Con- 
struction, 
Maintenance 
and Repair 


1S 
N 


0.01326 
0.04461 
0.00305 
0.00163 
0.00184 


0.00070 
0.00039 
0.00339 
0.00040 
0.00104 


0.0 

0.00779 
0.00059 
0.00200 
0.00436 


0.00003 
0.00041 
0.00962 
0.04248 
0.00192 


0.04238 
0.01329 
0.01719 
0.01480 
0.07217 


0.08786 
0.02593 
0.01539 
0.10597 
0.00406 


0.00964 
0.00223 
0.00207 
0.00675 
0.02210 


0.01502 
0.06383 
0.01743 
0.02547 
0.00613 


0.00855 
0.00070 
0.02495 
0.01343 
1.01718 


0.18661 
0.01641 
0.11661 
0.08036 


2.17404 


Trans- 
portation, 
Storage 
and Trade 


K 
fon 


0.02851 
0.02246 
0.00388 
0.00246 
0.00390 


0.00087 
0.00053 
0.00332 
0.00049 
0.00202 


0.0 

0.00676 
0.00037 
0.00275 
0.00383 


0.00008 
0.00188 
0.00481 
0.00286 
0.00014 


0.00241 
0.00843 
0.01234 
0.02065 
0.01147 


0.01055 
0.00111 
0.00324 
0.02075 
0.00190 


0.01030 
0.00350 
0.00033 
0.00084 
0.00166 


0.00258 
0.00271 
0.00209 
0.02999 
0.00315 


0.00260 
0.00070 
0.01473 
0.00672 
0.03228 


1.12274 
0.01469 
0.13973 
0.11057 


1.68667 


Utilities 


0.00398 
0.01723 
0.00180 
0.00111 
0.00068 


0.00050 
0.00024 
0.00152 
0.00027 
0.00060 


0.0 

0.00205 
0.00016 
0.00050 
0.00075 


0.00001 
0.00015 
0.00130 
0.00605 
0.00015 


0.00343 
0.00263 
0.00302 
0.00980 
0.00823 


0.00914 
0.00195 
0.00165 
0.01414 
0.00270 


0.00294 
0.00039 
0.00025 
0.00074 
0.00192 


0.00183 
0.00478 
0.00171 
0.01104 
0.00117 


0.00158 
0.00034 
0.00676 
0.00295 
0.07257 


0.04968 
1.22646 
0.08678 
0.05311 


1.62275 


Communi- 
cations 
and Other 
Services 


i 
Co 


0.02483 
0.00902 
0.01591 
0.01104 
0.00480 


0.00516 
0.00219 
0.01137 
0.00207 
0.00089 


0.0 

0.00314 
0.00041 
0.00294 
0.00179 


0.00002 
0.00029 
0.00327 
0.00361 
0.00022 


0.00443 
0.00537 
0.00633 
0.01527 
0.00944 


0.01031 
0.00193 
0.00268 
0.01743 
0.00186 


0.00412 
0.00047 
0.00030 
0.00088 
0.00215 


0.00224 
0.00485 
0.00246 
0.00860 
0.00233 


0.00316 
0.00161 
0.01318 
0.00607 
0.06947 


0.05946 
0.00760 
1.13676 
0.07908 


1.58276 


Unallocated 


Sector 


BS 
\o 


0.03288 
0.02619 
0.01708 
0.00969 
0.00608 


0.00431 
0.00232 
0.01512 
0.00317 
0.01215 


0.0 

0.03391 
0.00254 
0.00417 
0.00792 


0.00010 
0.00199 
0.01043 
0.00434 
0.00028 


0.00480 
0.03318 
0.03193 
0.19786 
0.05005 


0.05215 
0.00301 
0.00747 
0.14674 
0.00571 


0.05130 
0.00351 
0.00212 
0.00643 
0.00821 


0.01831 
0.00524 
0.01003 
0.02108 
0.01479 


0.02035 
0.00475 
0.07088 
0.04324 
0.03784 


0.38137 
0.01952 
0.39831 
LSTA] 


2.98204 
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Appendix 


Sectoral Classification of the 1965 Ontario Input-Output Table — 
Industry Titles and Definitions on the Basis of the Standard Industrial Classification 


Industry 
Number 


Input-Output Industry Title 


Agriculture, Forestry and Fishing 


Mining 


Meat and Poultry 

Dairy Products 

Grain Mills 

Biscuits and Bakeries 

Sugar and Confectioneries 
Other Food Industries 

Soft Drinks 

Distilleries, Breweries and Wineries 
Tobacco and Tobacco Products 
Rubber Products 

Leather and Leather Products 
Cotton Yarn and Cloth 
Synthetic Textiles 

Knitting Mills 

Clothing Industries 

Other Textile Mills 


Sawmills 

Furniture and Fixtures 

Other Wood Industries 

Pulp and Paper Mills 

Paper Products 

Printing and Publishing 

Iron and Steel Mills 

Other Primary Metals Industries 
Fabricated and Structural Metals 
Metal Stamping, Pressing and Coating 
Other Metal Fabricating Industries 
Miscellaneous Machinery 

Motor Vehicles and Aircraft 

Other Transportation Equipment 
Electrical Appliances 

Electrical Industrial Equipments 
Communication Equipment 

Other Electrical Equipment 

Clay, Lime and Cement 

Other non-metallic Mineral Products 
Petroleum Refineries and Coal Products 
Plastics and Synthetic Resins 

Paint and Varnish 

Pharmaceuticals and Medicines 


Other Chemical Industries 
Miscellaneous Manufacturing Industries 


Construction, Maintenance and Repair 


Standard Industrial Classification Number 


OM O13 015,007,019" 021,041,039; 
041, 045, 047 

058, 051, 052, 053, 054, 055, 056, 057, 
059, 061, 063, 065, 066, 071, 073, 077, 
079, 083, 087, 092, 094, 096, 098, 099 
LOL, 103 

105, 107 

£23, 124,125 

128, 129 

isi i355 

PI ooo 

141 

143, 145, 147 

15) TSS 

L61, 1635.169 

£72,174, 175, 179 

183 

201 

pal, 259 

243, 244, 245, 246, 247, 248, 249 

193, 197$ 211, 21262139214; 28a s216, 
DUS S2I9S 220, 223229 

PR | 

261, 264, 266, 268 

252) 254,250, 256, 259 

Zid 

272, 273, 274 

286, 288, 289, 287 

291 

292, 294,295, 296,297,298 

302 

304 

301 303,303,306 7307,508, 309,51) 
SO MECN Comic fe! 

S21 323, 324,325 

326, 327,325, 329 

Sib yey” 

336 

334, 335, 338 

337,329 

341, 343, 345, 347, 348, 351, 352, 353 
34; SID ID Oy OD de Oo 

365, 369 

oa 

375: 

374 

oN lea y Wie Nw ieeo ll nec 
3$1,3352,.383,.584,,55),, 39 dodo Ts 
B98 599 

404, 406, 409, 421 
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Sectoral Classification of the 1965 Ontario Input-Output Table — 
Industry Titles and Definitions on the Basis of the Standard Industrial Classification 


(continued) 

Industry 

Number Input-Output Industry Title Standard Industrial Classification Number 

46 Transportation, Storage and Trade 602, 604, 606, 608, 611, 613, 614, 615, 
616, 617, 618, 619, 621, 622, 623, 624, 
625, 626, 627, 629, 631, 642, 647, 649, 
652, 654, 656, 658, 663, 665, 667, 669, 
673, 676, 678, 681, 691, 692, 693, 694, 
695, 696, 697, 699, 501, 502, 504, 505, 
DUG TOUT DUS. 009, 51:27 515,.5165017, 
519,524,527 

47 Utilities $72, 574, 576, 579 

48 Communications and Other Services 543, 544, 545, 548, 801, 803, 805, 807, 


49 


Unallocated Sector 


809, 821, 823, 825, 827, 828, 842, 851, 
$53,859, S715 872, 873, 874, 875, 876, 
877, 878, 879, 894, 896, 897, 702, 704, 
731, 735, 861, 862, 864, 866, 869, 737, 
831, 891, 893, 899 
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Selected Economic Indicators 


Leading Indicators 


Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) Number 


V 91P9§ 


—42 


ya eA Nr = 


New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) $ Billion 
4.0 


VT 21898 


ems be) 


pee 


a JD 


Ee) 


Commercial/ Institutional and Industrial Construction Contracts, Ontario $ Million 


womens Crend Cycle 
Seasonally Adjusted 
_200 


TT APIS 


_160 


mpl: WY Ag _120 


100 


all ) VAI oe ae 
hott | aia Ni I ; 


Housing Starts in Centres of 10,000 Population and over, Ontario (Seasonally Adjusted at Annual Rates) Thousand & 
QO 


Quarterly 
ae Monthly 


_60 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 


355: 


Leading Indicators 


Total Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) $ Billion 
230 


IT 91895 


ZS 


a0 


Bete) 
_14 
13 


Toronto Stock Exchange Industrial Index (1956 = 100, Not Seasonally Adjusted) Index 
1956 = 
100 
_180 
2160 


_140 
2120 


_100 


CT BIS 


Coincidental and Lagging Indicators 


Gross National Product, Canada (Quarterly, Seasonally Adjusted at Annual Rates) oe $ Billion 
Current Dollars 10 
Constant (1957) Dollars 


VT 21898 


_60 


new series 
(constant 1961 dollars) 50 


_40 


eae 


Dollars 


Average Hourly Earnings in Manufacturing, Ontario (Seasonally Adjusted) 
33.00 


UT 89S 


20 


32.00 


_ 


1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 
nn LEE aS 


Coincidental and Lagging Indicators 


Average Yield of 3-Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) Per Cent 


V APIS 


=1.0 
6.0 
SoU 
_4.0 
=U 
EVA! 
mes 


Employment, Ontario (Seasonally Adjusted) Million 


3.00 


VT 2189$ 


=2,50 
ae.20 


00 


Unemployment Rate, Ontario (Inverted Scale, Seasonally Adjusted) % of 
Labour 
Force 


V 3129S 


ty 
a2 
3.0 
4.0 
a4 
_6.0 


Index of Motor Vehicle Production, Canada (1961 = 100, Seasonally Adjusted) 3 Index 
196122 
100 


—400 


CT P189$ 
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The Ontario Economic Review is prepared 
and edited bimonthly in the Economic 
Analysis Branch of the Economic and 
Statistical Services Division, Department 

of Treasury and Economics. The review 
presents articles of interest as well as current 
information on economic activity in Ontario. 
Signed articles reflect the opinions of their 
authors and do not necessarily represent 

the views of the Department. 

Subscriptions can be obtained free of 
charge by writing the Editor, Ontario 
Economic Review, Department of 
Treasury and Economics, Frost Building, 
Queen’s Park, Toronto 182, Ontario. 


About the Review 

The feature article for the March/April 
issue of the Ontario Economic Review 
examines some of the economic aspects of 
pollution abatement and environmental 
quality improvement. 

In recent years, changes in environmental 
quality resulting from pollution have 
occurred in such quantity and at such a rapid 
rate that neither neutralization nor accom- 
modation is possible. Accordingly, one of the 
most urgent challenges now facing mankind 
is to halt and reverse this growing deteriora- 
tion in the environment. However, the 
complex phenomenon of pollution is 
intimately interrelated with the goals and 
activities of advanced industrial societies. 
The desire for economic growth results 
jointly in greater affluence, and through the 
industrial sources of wealth, more effluents. 
The problem is therefore determination of 
the trade-offs necessary to properly order the 
priorities of environmental quality and 
economic growth. 

This article is drawn in part from 
background documents prepared for the 
Federal-Provincial Conference in Ottawa, 
February 16-17, 1970. The problems of 
pollution and the proposed Canada Water 
Bill were among the topics receiving major 
attention at that conference. 

Mr. McGonigal is an economist with the 
Economic Planning Branch, Policy Planning 
Division of the Department of Treasury 
and Economics. 
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Indicator Charts, Pages 10-12 

Fluctuations in aggregate economic activity 
— commonly used to define business cycles — 
do no necessarily correspond with fluctua- 
tions in the individual activities which make > 
up the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 

grow more rapidly than others, some 

change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to, 
anticipate the short-run future course of the - 
overall economy. The charts on pages 10-12 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a | 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L 1’ and ‘L 2’ (logarithmi 
scales with one and two cycles respectively _ 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


The Ontario Economy 


Ontario Budget 1970 

In his fourth Budget Statement to the Ontario 
Parliament on March 31, Treasurer Charles 
MacNaughton announced his 1970-71 budget 
will, as promised, achieve a balance with no 
tax increases. Despite a 14.1 per cent increase 
in spending a balanced budget will be main- 
tained through rapidly increasing revenues 
from existing taxes. Based on total outlays of 
$3,728 million and anticipated revenues of 
$3,739 million in 1970-71 a surplus of $11 
million is forecast. 

Describing his budget as “moderately ex- 
pansionary”, reflecting his concern that tight 
money and fiscal policies could bring about a 
recession and higher unemployment, Mr. 
MacNaughton announced five new programs 
directed at priority concerns of the province; 
the plight of pensioners, pollution, housing 
and municipal finance. 

_ Pensioners who qualify for the federal 
Guaranteed Income Supplement and main- 
tain an independent household will receive 
up to $100 in property tax relief in addition 
to the recently revised basic shelter grants. 
The supplementary tax relief grants will be 
available to tenants as well as homeowners, 
but not to pensioners living in institutions 
or in subsidized senior citizen housing. 
Pensioners in these categories are already 
sheltered from rising property tax burdens. 
The supplement will benefit approximately 
200,000 tenants and homeowners. 

_ This new program recognizes that pen- 
sioners with little or no outside income have 
been hardest hit by inflation and are least 
able to pay property taxes and rising rents. 

A grant and loan system to encourage 
industry to reduce pollution was also intro- 
duced. Incentives for pollution control in- 
clude tax-expenditure grants equivalent to 
the five per cent retail sales tax on approved 
equipment; loans to small businesses to pur- 
chase anti-pollution equipment; tax-related 
grants to municipalities, school boards, hos- 
pitals and universities; capital assistance to 
small municipalities for sewage treatment 
plants and water pipelines; and accelerated 
depreciation allowances similar to those 
announced recently by the federal govern- 
ment. The new pollution incentives will 
add approximately $15 million to the cost 
of existing anti-pollution programs of the 
government. 

As part of its expanding program to pro- 
vide a high level of health care in Ontario, 
the province intends to broaden the benefits 
available under the Ontario Health Services 


Insurance Plan. Beginning on July 1, 1970 
certain services provided by chiropractors, 
podiatrists and osteopaths will be eligible as 
insured service under OHSIP. It will be 
necessary, however, to prescribe annual 
limits on these services. The specific details 
of this extended coverage will be outlined at 
a later date by the Minister of Health. 

To fortify the supply of mortgage money 
for home ownership the Ontario Government 
proposes to set up a $50 million capital fund 
under the Housing Corporation Limited to 
provide first and second mortgages to pur- 
chasers of new dwellings. This initial alloca- 
tion of $50 million will finance approxi- 
mately 3,000 mortgages. The interest rate on 
these mortgages will be the same as the rate 
for direct loans made by the Central Mort- 
gage and Housing Corporation. The terms 
will include a maximum loan of 95 per cent 
of the lending value of the dwelling and 
repayment periods up to 35 years. 

Continuing the staged program of provin- 
cial-municipal tax reform which was outlined 
in detail in Ontario’s 1969 white paper the 
province will this year pay an additional 
$125 million to help local authorities main- 
tain or reduce present property taxes. The 
$125 million covers new or increased grant 
programs in education, roads, servicing proj- 
ects and regional government; the cost of 
provincial assessment and the initial step 
toward broadening the municipal tax base. 


More than half of the additional amount will 


go to school boards. Education Minister 
William Davis announced recently that the 
level of grants will be increased from 46.5 
per cent to 51.5 per cent of school board 
expenditures. 

The property assessment function, which 
the province took over from municipalities 
on January 1, 1970, will cost $21 million. 
Increased grants for road expenditures by 
cities and separated towns are estimated at 
$12 million. Regional and district govern- 
ments will receive over $12 million in 
increased assistance. Subsidies for amortiza- 
tion of sewerage and water projects. and 
water pipelines will cost $1 million. 

For the first time, municipalities will be 
able to collect revenues from universities 
which previously were exempt from property 
taxes. The province will provide $2.5 million 
in grants, equivalent to $25 per full-time 
pupil, to 17 cities which service university 
properties. The interim tax formula of $25 
per student will be replaced by the normal 
method of taxing when university properties 


have been evaluated under the province’s 
reassessment program. 

The government’s long-run plan is to pay 
full local taxes on all properties of the 
province, its agencies and the institutions it 
supports. The program will be phased in as 
revenues become available to finance it. 

The government will also establish a new 
loan fund of $10 million for municipalities 
with populations under 10,000, through the 
Ontario Municipal Improvement Corpora- 
tion. Borrowing problems of larger munici- 
palities will be reviewed to determine their 
needs for debt-raising capacity. 

In addition, as mentioned above, the 
province will provide municipalities, schools, 
hospitals and universities with grants equiva- 
lent to the Ontario retail sales tax on 
purchases of approved pollution control 
equipment, water treatment facilities and 
incinerators. 


Tax Changes 


Reversing recent trends toward ever increas- 
ing taxes Mr. MacNaughton announced 
selective tax relief in three major areas: suc- 
cession duties; retail sales tax on certain 
production goods; and corporation tax relief 
for environmental pollution control. 

As of midnight March 31, 1970 the suc- 
cession duty exemption for widows is raised 
from the present $75,000 to $125,000. This 
will mean that less than one per cent of the 
estates assessed will involve duty payable by 
a widow. The same exemption will be granted 
to widowers and, under certain circum- 
stances, to surviving common-law wives and 
husbands. The changes will also provide for 
relief on a pension benefit transferred to the 
surviving spouse. Previously the annuity was 
valued on the basis of the widow’s life 
expectancy. An amendment will provide for 
an advantageous reassessment if the widow 
dies or remarries within four years of the 
death of her husband. 

The Treasurer stated that the increased 
exemptions are a move toward his 1969 
commitment to phase out succession duties 
with the introduction of a capital gains tax. 
He also expressed concern that the federal 
tax proposals, which include a capital gains 
tax, did not provide any compensating relief 
in estates taxation. 

The second area of tax relief pertains to 
the application of the retail sales tax to cer- 
tain production goods. In 1969 the retail 
sales tax was extended to cover production 
machinery in general. Following intensive 
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analysis of this area the government is now 
prepared to eliminate the sales tax on 
short-life production tools such as jigs, dies, 
explosives and fire bricks. This amendment 
specifies a variety of production items that 
are subject to rapid replacement and high 
wear-and-tear. The exemption will help to 
reduce the cost of goods, particularly in those 
industries where short-life tools account for 
a high proportion of production expenses. 

The third area of tax relief relates to the 
high priority that has been given to the prob- 
lem of bringing all forms of environmental 
pollution under control. Ontario now joins 
the federal government in providing .for 
accelerated write-off of the capital costs of 
industrial pollution control equipment. These 
investments can be depreciated in two years 
under corporation tax provisions of both 
governments. 


Federal Budget — 1970-1971 

Finance Minister E. J. Benson presented his 
third budget to Parliament on March 12, 
1970. Reviewing the current economic set- 
ting, Mr. Benson said that although budgetary 
analysis indicates the pace of the economy is 
slowing rapidly the pressure of rising costs 
and prices is still unacceptably strong. He 
also predicted that in spite of the variety of 
restraining measures introduced over the past 
18 months inflation will continue to be a 
difficult and persistent problem throughout 
1970. Accordingly, he proposes additional 
specific restraints upon the economy to main- 
tain the pressure against price and cost 
increases. 

As alternatives to tax increases — which 
are absent in this budget — the Finance Min- 
ister brought forth two special measures to 
reinforce the fight against inflation. 

The first concerns commercial construc- 
tion. Singling out the construction industry as 
a leader in the inflationary spiral, even though 
the total volume of construction has not in- 
creased significantly since 1966, Mr. Benson 
called for a continuation to the end of 1970 
of the capital cost allowance deferrals intro- 
duced in June 1969. This proposal singles 
out commercial construction in the urban 
centres of over 50,000 population in Ontario, 
Alberta and British Columbia and postpones 
for two years the right to claim depreciation 
for tax purposes on commercial construction 
begun in the specified centres. 

The second proposal concerns measures to 
cut back the rapid growth in the use of con- 
sumer credit which rose to a record total of 


$10.7 billion at the end of 1969. This was 
$1.2 billion more than the amount outstand- 
ing at the end of 1968 and represented an 
increase of 13.0 per cent. The amount out- 
standing annually through sales financed by 
consumer credit has increased at an average 
of 11.0 per cent a year through the Nineteen 

Sixties. 

Under the new regulations, which will be 
enacted into law in the House of Commons in 
six to eight weeks, credit sales of more than 
$100 will require a minimum of 20 per cent 
down payment if they are being financed for 
more than one year. Repayment is required 
within 24 months in the case of all such pur- 
chases, except automobiles. On automobile 
purchases the repayment period is extended 
to 30 months and the amount received on a 
trade-in of another car will be allowed to 
count as part of the 20 per cent down pay- 
ment, however this will not apply on the 
purchase of appliances. 

The purpose of the proposed action is to 
limit the growth of consumer expenditures in 
the present inflationary situation not only 
on consumer durables but other goods and 
services such as travel. 

Other budget highlights include: 

e An extension of the 50 per cent rate of 
capital cost allowance on facilities to pre- 
vent, reduce or eliminate water pollution 
to the end of 1973. The two-year write-off 
will also be available for air pollution 
abatement facilities for the first time. 

e Real growth in the gross national product 
is expected to be approximately 3.0 per 
cent this year, compared to 4.8 per cent in 
the preceding two years. Profits will de- 
cline, unemployment and labour unrest 
will increase, and prices are expected to 
rise almost as much as last year’s jump of 
approximately 4.2 per cent. Unemploy- 
ment is expected to increase by less than 
one percentage point to somewhere below 
a rate of 5.7 per cent, compared to 4.7 
per cent last year. 

e A budget surplus of $250 million in the 
fiscal year 1970-71, based on budgetary 
revenues of $13.15 billion and expendi- 
tures of $12.9 billion. The surplus in the 
current fiscal year, the first in 13 years, is 
$355 million, based on revenues of $12.2 
billion and expenditures of $11.9 billion. 

e Major increases in loans for housing, 
farmers, nuclear energy projects, foreign 
aid and regional economic expansion will 
increase net non-budgetary cash require- 
ments to $775 million in the coming fiscal 


year, compared to $475 million in the 

current year. 

Increased government borrowing to meet 
the requirements of the expanded lending 
programs will probably offset to some extent 
the recent tendency for interest rates to de- 
cline. However, Mr. Benson predicts that the 
government’s bank balances will stand at 
about $1.0 billion at the end of the current 
year which should provide enough leeway 
for the government to time its borrowing so 
as not to unduly influence the capital market. 


The Gross National Product in 1969 

The Canadian economy maintained its pace 
through 1969 despite the imposition of re- 
strictive fiscal and monetary measures and 
numerous labour disputes which resulted in a 
record number of man-hours lost. Recently 
published DBS figures indicate that the value 
of final goods and services produced rose by 
9.3 per cent to a level of $78.1 billion. The 
implicit price deflator for GNP rose 4.2 per 
cent, slightly more than the high increase of | 
4.0 per cent in 1968. In real terms, gross 
national product rose by 4.8 per cent, the 
same rate as in 1968. 

Using the purchasing value of the Canadian 
dollar in 1961 as a base, GNP is $60.8 
billion. This is an increase of 4.8 per cent 
from the corresponding figure for 1968. | 

In the first quarter of 1969 widespread | 
buoyancy of demand gave a strong initial 
impetus to the economy. Although this was 
followed by a pause in the second quarter, 
when the value of production rose only mar- 
ginally, good advances were recorded in the 
third and fourth quarters. However, review- 
ing the pattern of growth in the last five. 
quarters some evidence of an overall lessen- ) 
ing in demand pressure is evident particularly , 
in the second quarter when as a result of a, 
1.1 per cent price increase the volume of) 
physical production declined by two-tenths » 
of one per cent. 

In the third quarter GNP rose by 1.7 per: 
cent to reach a level of $78.7 billion. This 
was above the advance of 0.9 per cent in the 
second quarter but lower than the average 
gain of 2.2 per cent realized since the first. 
quarter of 1968. The third quarter was char- | 
acterized by strong investment demand by. 
businesses, increased exports, and a lower’ 
than average rate of increase in consumer 
demand. Although new residential construc- 
tion declined after unusually high rates of | 
increase in the first half of the year, spending 
on plant and equipment rose by 5.0 per cent. 


This increase, the largest since the first 
quarter of 1968, was fairly evenly distributed 
between non-residential construction and 
machinery and equipment. Personal expendi- 
ture on goods and services rose by 1.5 per 
cent, the same rate as in the second quarter. 
This compared with increases of 2.0 per cent 
and over in prior quarters. A continued eas- 
ing of demand pressure in consumer markets 
occurred despite an 8.0 per cent rise in new 
car Sales, reflecting the earlier introduction of 
new models in 1969. 

In the final quarter of 1969, GNP rose by 
2.0 per cent to a level of $80.3 billion, 
seasonally adjusted at annual rates. This 
increase was only slightly more than that 
realized in the third quarter. After allowing 
for a price increase of 0.5 per cent, the rise 
in physical volume of production was 1.4 
per cent. 

The pattern of demand in the fourth 
quarter was quite uneven. Personal expendi- 
tures on goods and services were very strong, 
accounting for roughly half of the increase in 
total demand. However, the 2.5 per cent 
increase in the expenditure on goods was 
concentrated in non-durable goods as pur- 
chases of many durables particularly new 
cars declined. Automotive products and 
machinery made up a dominant proportion 
of the 5.5 per cent increase in exports. 

In contrast to its strong performance in 
the summer quarter, business capital forma- 
tion rose only 1.0 per cent. Within this 
category, residential construction declined 
marginally, while non-residential construc- 
tion and machinery and equipment rose at 
‘much lower rates than in the third quarter. In 
constant dollars, business gross fixed capital 
formation was practically unchanged from 
the third quarter level, as the small increase 
in machinery and equipment was entirely 
offset by declines in residential and non- 
residential construction. 

On the income side in the fourth quarter a 
lower rate of increase in labour income was 
experienced as well as a second consecutive 
fall in corporation profits. The rise in wages 
and salaries of slightly more than 1.0 per 
cent was the smallest in two years. Prelimi- 
nary data on corporation profits indicate a 
further decline of 2.0 per cent after a 7.0 per 
cent decrease in the third quarter. 

While the performance of the economy in 
1969 was somewhat uneven when viewed on 


a quarterly basis the year as a whole pre- 
sented a fairly balanced picture of growth. 
According to the Dominion Bureau of Sta- 
tistics the two major developments were an 
acceleration in the rate of consumer spending 
and renewed high rates of business invest- 
ment in plant and equipment after two years 
of decline. With the economy performing 
vigorously throughout the year, employment 
grew by 3.4 per cent, the same rate as the 
labour force itself. Consequently there was 
no reduction in the 4.8 per cent unemploy- 
ment rate which carried over from 1968. 
Personal expenditure on consumer goods and 
services rose by 9.5 per cent to $46.4 billion, 
an increase of almost $4.0 billion from the 
previous year. This compares with an 8.5 per 
cent increase in 1968 and represents the 
largest percentage increase in the current 
expansion. Although much of the increased 
expenditure reflected price movements rather 
than real gains, the constant dollar estimates 
show spending rose 5.5 per cent — the largest 
increase since 1965. Thus consumer spending 
in 1969 was more than maintained regardless 
of sharply increasing income taxes and _his- 
torically high interest rates. However, high 
interest rates may have affected spending on 
more costly consumer durables particularly 
automobiles, which with a 4.0 per cent rise 
were one of the few major items to show a 
substantially smaller rate of growth than in 


1968 when the increase was 10.0 per cent. In 


our consumption-oriented economy, the pur- 
chase of cars and major household appliances 
is a source of instability since at very high 
interest rates, the cost of credit does adversely 
affect consumer borrowing. Reduced demand 
for major durables and housing could easily 
be an important feature of any adjustment in 
the economy’s performance in 1970, espe- 
cially since competing savings instruments 
have become very attractive as an alternative 
to more consumption. 

After the very high rates of investment of 
15 to 20 per cent that prevailed in the mid- 
sixties, business gross fixed capital formation 
registered a small decline in 1967 and a 
moderate 3.0 per cent increase in 1968. In 
1969 capital investment rose by 9.0 per cent 
to $14.0 billion. Business residential con- 
struction made a further substantial gain of 
16.5 per cent versus 17.5 per cent in 1968 
and accounted for nearly half of the total 
increase. 


The upswing in activity in residential con- 
struction starting in the spring of 1967 and 
accelerating through 1968 slowed this year 
as a result of tight money and high mortgage 
rates. In Ontario, these combining factors 
contributed to a sharp drop in the number of 
anticipated housing starts with the result that 
in 1969 total starts exceeded those of 1968 
by less than 1.0 per cent. 

The acceleration in the rate of business 
gross fixed capital formation was due to a 7.0 
per cent increase in investment in plant and 
equipment, a marked contrast to the declines 
of 1.5 per cent in 1968 and 0.5 per cent in 
1967. In the case of non-residential construc- 
tion, the increase of 5.0 per cent was con- 
siderably smaller than that indicated by the 
mid-year forecast of intentions of close to 
15.0 per cent. In real terms non-residential 
construction declined by 3.0 per cent. 

The deficit in Canada’s balance of trade in 
goods and services increased from $244 mil- 
lion in 1968 to $938 million in 1969. The 
rate of increase of imports accelerated while 
that of exports declined. Exports of goods 
and services totalled $18.4 billion, up from 
$16.7 billion, but imports rose to $19.3 
billion from $16.9 billion. One reason for the 
large increase in service imports was a 27.0 
per cent increase in Canadian tourist and 
travel expenditures abroad last year. 

On the income side, wages and salaries 
rose by 12.0 per cent to $43.1 billion from 
$38.5 billion in 1968, the largest increase 
since 1966. Within the year, however, there 
was a deceleration in the quarterly rate of 
increases in labour income, from a 3.5 per 
cent increase in the last quarter of 1968 to 
one of less than 2.0 per cent in the fourth 
quarter of 1969. 

The most notable economic adjustment in 
1969, which has important implications for 
the performance of the economy in 1970, 
was the substantial moderation in consumer 
spending growth in the last half of the year 
as employment turned down, consumer credit 
tightened and prices increased. This marked 
slowdown in the growth of personal dispos- 
able income during 1969 is expected to con- 
tinue into 1970 and should contribute to an 
even more cautious tone in consumer spend- 
ing and borrowing. This trend represents 
one of the first clear signs that restraining 
budgetary policies at both the federal and 
provincial levels have began to reduce infla- 
tionary expectations. 


Economic Aspects of Environmental 
Quality for Ontario 


“One of the great challenges we face during 
the Nineteen Seventies is to restore (eco- 
logical) balance. The challenge to reduce and 
prevent pollution is, of course not that of 
Ontario alone. It is world-wide. But it is one 
to which the people of Ontario can make — 
indeed must make — a major contribution.”! 

Pollution in its widest aspects has become 
a universal concern of our society today. It 
seems certain that in the coming decade sub- 
stantially greater individual and community 
efforts to defend the quality of our environ- 
ment will be necessary. Discoveries are con- 
tinuously being made of new and previously 
unrecognized biological perils which may 
be threatening man’s survival. The analogy 
to primitive man, with his dependence on an 
inhospitable environment, may become un- 
comfortably accurate. 

Today our communications media seek to 
inform us of both our own “local” pollution 
problems and the compounding related en- 
vironmental problems which face other areas 
around the globe. Governments at all levels 
are seeking more effective remedial and pre- 
ventive programs in pollution control. 
Universities and research institutions are 
mounting research programs on pollution. 
Individuals and private groups are taking the 
initiative in the area of environmental pro- 
tection. 

In future, the continuing emphasis by 
governments will have to be placed on edu- 
cation, research and the application of ap- 
propriate measures to control pollution in all 
its forms. The challenges of environmental 
protection in Ontario illustrate the complexity 
of biological and economic influences on our 
environment. 


THE PROBLEM 


Environmental pollution is the condition of 
undesirable ecological change in the biolog- 
ical and aesthetic qualities of the air, water, 
soil and space around us. Changes in quality 
are occurring in such quantities and at such a 
rapid rate that neither neutralization nor 
accommodation by man and his beneficial 
biological associates is possible. The com- 
bined assault is producing a degradation of 
our environment which may become irrever- 
sible. 

Today, pollution is caused by radioactivity, 
thermal, chemical and sonic conditions and 
material wastes including gases and refuse. 
These agents act on and in the mediums of 
soil, water and air — our surrounding land- 


1Province of Ontario, Speech From the Throne, 
at the opening of the Third Session, Twenty- 
eighth Parliament, February 24, 1970. 
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scape — and on its biological components, 
the combination of which makes up the en- 
vironmental system of which we are a part. 
Pollutants produce conditions which tend 
to be physically damaging to the entire bio- 
sphere, including humans, and also tend to 
be aesthetically unpleasant. 


TECHNICAL FACTORS 


Water Pollution 

The use of water bodies for the “natural 
assimilation of treated effluents in a properly 
controlled fashion” is recognized as a reason- 
able use, provided other beneficial uses are 
not adversely affected.” 

The accumulation of undissipated or un- 
neutralized wastes and their by-products in a 
body of water leads to pollution. The usual 
standards for measuring water quality in- 
clude dissolved oxygen content, bacterial 
count, temperature, content of dissolved 
materials (toxic and nutriant), turbidity and 
chemical characteristics. There are also the 
important aesthetic considerations relating to 
appearance, smell and capacity for game 
fish. The precise definition of these standards 
is dependent upon the uses to be made of any 
water body. 

There are three principal sources of water 
pollution in Ontario: municipal, industrial 
and agricultural wastes. Agricultural sources 
include animal wastes, eroded soil and the 
residues and run-off of fertilizers and pesti- 
cides. Controls are being developed in Ontario 
for most of these sources of agricultural pol- 
lution. The use of DDT and similar long-life 
insecticides was prohibited in 1969. The 
treatment of animal wastes is under study. 
Pollution from agricultural sources is gener- 
ally less significant in terms of magnitude 
than are the other sources of water pollution 
in Ontario. However, the long-run effects of 
insecticide residues on a global scale may 
indeed be the most critical. 

In terms of the organic waste load, muni- 
cipal or household wastes represent only one- 
third of the volume of our industrial wastes. 
The majority of Ontario householders are 
connected to local sewer systems. These sys- 
tems normally provide primary and second- 
ary sewage treatment, which removes 85 per 
cent of the biological oxygen demand.? This 
degree of control has been achieved through 
the expenditure of $1,211 million for muni- 
cipal sewers and treatment facilities since 
1957. It is estimated that a 95 per cent 
treatment level is the outside limit of present 


The OWRC Regulatory Control Program for 
the Pulp and Paper Industry by H. A. Clarke 
and E. W.C. Turner, Fifth Paper Industry 
Conference on Air and Stream Improvement, 
Toronto 1969. 
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technology and would “triple or quadruple 
operating costs”’.4 


Sewage Works Expenditures in Selected 
Years in Ontario 


$ millions 

1957 80.1 
1962 144.7 
1967 iSILS 
1969 182.5 
1970! 170.0 
Projection? 700.0 


Source: Ontario Water Resources Commission 
lestimate 

2total expansions and improvements currently 
planned or forecast 


Problems still to be solved include the 
damaging effects of detergent phosphates on 


water bodies and the pollution of our recrea- — 


tional waters by the cottages which surround 
them. 

Industrial wastes, often carried by our 
municipal sewage systems, are now the major 
source of water pollution. Waste discharges 
from Ontario’s pulp and paper, mining 
and metallurgical, steel, food processing, 
petroleum and chemical industries are large 


sources of suspended solids, oxygen con- | 
sumption and the chemical degradation of | 


water. 

Industries have themselves taken steps to 
deal with the problem. Since the estab- 
lishment of the Ontario Water Resources 
Commission in 1957, $143 million has been 
spent on facilities for the collection, treat- 


ment and disposal of industrial wastes. It is _ 
estimated that an additional $150 to $200 | 


million for capital expenditures by industry 
is still required. In future, expenditures for | 
pollution control equipment will become an — 
integral part of all new industrial establish- _ 
ments, rather than being as they are now, | 


a complex and costly addition to a plant’s | 


production technique. 


A new and expanding source of pollu- 


tion is the thermal electric generating station. 


These plants discharge cooling waters at > 


temperatures sufficiently above those of the 
recipient water body to affect the aquatic 
environment. The concept of thermal pollu- ' 


tion is new and, as yet, little understood. 


Research into the harmful and_ beneficial 


3The amount of dissolved oxygen used in 


the natural aerobic decomposition of a quantity — 


of organic waste in a body of water. 
4Toward a Social Report. U.S. Department of 
Health, Education and Welfare, 1969. 


Estimated Capital Expenditures by 
Major Industries for Industrial 
Waste Treatment, 1957-69 


Total 
Expenditures 
1957 to 1969 
Industry Inclusive 
Classification $ thousands 
Pulp & Paper 41,733 
Mining & Metallurgical 27,473 
Petroleum & Petrochemical Dorit 
Basic Iron & Steel 15,691 
Chemicals 12,609 
Metal Working & Plating 8,865 
Other 10,335 
TOTAL 142,617 


The foregoing does not include money spent 
for pretreatment of industrial wastes prior 
to discharge to municipal facilities, or 
expenditure by industry in jointly financed 
industrial-municipal treatment works. 


From 1965, expenditures have been computed 
from Commission certificates of approval and 
Division concurrences. 


Prior to 1965, expenditures were compiled 
from data provided by industry. 


Source: Ontario Water Resources Commission. 


influences of thermal power stations is con- 
tinuing in Canada and the United States. 


Air Pollution 
Air pollution is primarily a product of the 
combustion of fossil fuels. In the U.S., the 
operation of motor vehicles is the source of 
at least 50 per cent of all major air pollu- 
tants. Industrial sources account for approxi- 
mately 18 per cent, while utilities and other 
energy conversion activities contribute 21 
per cent. The usual classification is between 
mobile and stationary sources of pollution. 
Air borne pollutants include: carbon mon- 
oxide the most important pollutant in terms 
of weight emitted into the atmosphere; 
oxides of nitrogen and hydrocarbons, ele- 
ments which produce photochemical smog; 
sulfur dioxide, released by the burning of 
coal and oil; and particulate matter such as 
industrial ash and lead from auto exhausts. 
Development of atmospheric quality goals 
or standards is still in its primary stage be- 
cause of the lack of comprehensive scientific 
data. However, it is known that air pollution 
can cause physical damages such as corrosion 
and soiling; can contribute to sickness and 
disability; and can injure agricultural crops 


and other vegetation. The severity of the 
effects depends on the concentration and dur- 
ation of the pollutants in the atmosphere and 
the frequency with which exposure occurs. 
Concerning long-term effects, “the more dis- 
tant future holds the ominous possibility of 
radical changes in climatic conditions”.5 
The total cost factor in air management 
programs for Ontario is currently unknown. 
It has been estimated by the Air Management 
Branch of the Department of Energy and 
Resources Management that the cost of pre- 
venting air pollution from the province’s pulp 
mills alone will be approximately $50 mil- 
lion. Restrictions on the maximum sulphur 


content of heavy fuel oils and coal used in’ 


Ontario will, if imposed, add to the private 
users’ operating costs. 

In the case of automobiles, present regula- 
tions to reduce gasoline evaporation and ex- 
haust pollution emissions cost approximately 
$6 to $7 million in the current model year. 
If stiffer standards are found to be necessary, 
costs could increase from $20 per vehicle to 
over $100 per vehicle. The motor vehicle 
industry itself has announced plans to pro- 
duce vehicles which will use unleaded gaso- 
line. In a message to Congress, U.S. Presi- 
dent Richard Nixon has stated that, “it is 
quite possible that by 1980 the increase in 
the sheer number of cars in densely popu- 
lated areas will begin outrunning the tech- 


nological limits of our capacity to reduce. 


pollution from the internal combustion 


engine’”’.6 


Pollution of the Land: Soil and Landscape 
This form of pollution results from a variety 
of sources; pesticide residues in the soil, solid 
wastes including radioactive materials, and 
the degradation of landscape quality and 
scenic value. The harmful elements of noise, 
the poor quality of community planning and 
land use zoning and even the loss of outdoor 
recreational resources may be considered as 
part of this extensive type of pollution. Some 
aspects are now coming to be recognized as 
current or potential environmental problems. 
As yet little research has been done on such 
factors as noise pollution. 

Solid wastes are increasing, both in variety 
and in volume. The tonnage of solid wastes 
for disposal in the U.S. is projected to in- 
crease 166 per cent in the period from 1966 
to 1976. Ontario’s solid wastes will probably 
grow as fast. In the past, the main constit- 
uents of solid wastes were organic; now our 
accoutrements of living and of refuse include 


cans from durable alloys, glass bottles, “inde- 
structible” plastic containers and packaging, 
scrapped cars and appliances, industrial 
wastes .. . ad nauseum.’ In many instances, 
the accumulation of solid wastes is exhaust- 
ing convenient land-fill sites in our urban 
areas. Pollution of the ground water systems 
is also present in land fill operation. Similarly, 
incineration of the wastes can contribute to 
air pollution. 

The waste management programs to be 
undertaken by the U.S. government are 
directed toward two major goals which would 
be appropriate for Ontario: 

1) Making products more easily disposable 
— especially containers, which are de- 
signed for disposal. 

2) Re-using and recycling a far greater pro- 
portion of waste materials. In the long- 
range future recycling of materials will 
become increasingly necessary not only 
for waste disposal but also to conserve 
resources.® 

Air pollution was brought under provincial 
jurisdiction in 1967. It is now expected that 
in the near future the provincial government 
will assume responsibility for the control of 
waste disposal in Ontario. The program might 
regulate the number and location of private 
waste dumps and control the types of waste 
which could be disposed of in various classes 
of dumps. 

The annual costs of solid wastes treatment 
in Ontario are currently running at $90 mil- 
lion. These expenditures are estimated to 
climb to $250 million by 1980. More than 
50 per cent of the expenditures will be made 
for the disposal of industrial wastes. In terms 
of individual consumption and waste produc- 
tion, a possible financing technique would be 
to include in the price of an object the cost 
of its eventual disposal by the community. 

How are we to deal with the waste prod- 
ucts of all our activities; industry, commerce, 
agriculture and domestic living? In the past, 
economic theory has tended to be concerned 
with services yielding utilities, not with phys- 
ical substances. The “final consumption” of 
our manufactured products does not in fact 
reduce the size of the residual load on the 
environment. The physical concept of a 
“materials flow” and the law of conservation 
of matter must be recognized. The amount of 
output deposited in the natural environ- 
ment must equal the amount of fuels, food 
and other raw materials that enter the pro- 
cessing systems. While most of the waste 
products can still be assimilated with little 


Ibid. 

“Message by President Richard Nixon to the 
Congress of the United States of America, ona 
Comprehensive Pollution Program, February 
10, 1970. 


7A representative of the plastics industry has 
forecast that plastic refuse in Canada will 
increase from 300 million pounds in 1966 to 
600 million pounds by 1975. 

8President Richard M. Nixon: op.cit 
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damage to our environment, the remainder is 
causing concern.? 

The accompanying chart shows the phys- 
ical flow of materials in our system — from 
primary products through energy conversion 
and materials processing to final consump- 
tion, waste production and residuals process- 
ing. Each stage in the cycle results in the 
escape of by-products and residuals into the 
environment. The diversity of both the 
sources and types of waste products is illus- 
trated by the numerous outward flows from 
the processing and consumption stages. Our 
objective is to achieve in the future a greater 
return of the outward flows to the processing- 
consumption system, as useful raw materials 
and recoverable or recycled resources, with 
fewer residuals released to damage the en- 
vironment. 


ECONOMIC FACTORS 


The complex phenomenon of pollution ex- 
tends far beyond local jurisdictions in terms of 
both cause and effect. The problems of pollu- 


MATERIALS FLOW 


Products of photosynthesis 


tion are now being recognized throughout 
Canada and indeed, throughout all advanced 
industrial countries of the world. 


Underlying Causes 

The causes of pollution are intimately inter- 
related with the goals and activities of 
advanced societies. The rapid rate of physical 
progress and the growth of Ontario’s popula- 
tion have contributed to our pollution prob- 
lems. Demands for more new and better 
goods and services have increased the 
problem. Similarly, the concentration of 
population and industry in our major urban 
areas is a significant contributing factor to 
the deterioration of our environment. An 
increasing awareness of our surroundings and 
a growing demand for improved quality in 
all things have also served to emphasize the 
damages caused by pollution. 

The desire for economic growth results 
jointly in greater affluence, and through the 
industrial sources of wealth, more effluents. 
Our demands for greater convenience, greater 


Agricultural products 


processing and greater sterility in the goods 
we consume all include an element of pollu- 
tion. In order to satisfy these demands, our 
economy generates new technologies re- 
sulting in new products, new materials, more 
packaging and concurrently, more wastes and 
new and difficult waste disposal problems. 
Fertilizers and pesticides which are used to 
help meet our agricultural requirements con- 
tribute to undesirable conditions in the soil 
and in the rivers and lakes. The search for 
convenient transportation techniques and 
recreational opportunities, may often be both 
self-defeating and damaging to the environ- 
ment. The ubiquitous car is recognized as a 
significant contributor to noise and air pollu- 
tion in urban areas. Snowmobiles, motor- 
boats and aircraft can all have a negative 
effect on the outdoor environment. The list 
of contradictory situations — where social 
costs as well as individual or social benefits 
are incurred — in our society seems endless. 
The universal aspect of pollution as it is 
interwoven with the laudatory objectives of, 
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Source: Resources for the Future, Inc. Annual Report, 1969 
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"See also Pervasive External Costs and the 
Response of Society, A. V. Kneese and R. C. 
d’Arge, Resources for the Future, Inc., 1969. 


our society must not be overlooked when 
solutions are being sought. 


A Public Good 

The complex nature of environmental pro- 
tection results in part from the fact that the 
environment is a public good — as opposed to 
a private good that is capable of divisibility 
and private ownership. Pollution caused by 
an individual damages the environment for 
all society while producing short-term private 
benefits to the polluter. The rest of society 
is not compensated for the damage that the 
polluting activity inflicts on the environment. 
The polluter’s private costs are less than the 
full social costs of his action. The result of 
this discrepancy between the private and 
social costs is an excess, in economic welfare 
terms, of production by the polluter. 

In the past, the individual has not always 
been held responsible for the social costs of 
his polluting actions. He, therefore, has had 
little incentive to reduce the damaging effect 
of his actions on the environment. “Quite 
inadvertently, by ignoring environmental 
costs we have given an economic advantage 
to the careless polluter over his more con- 
scientious rival. While adopting laws prohibit- 
ing injury to person or property, we have 
freely allowed injury to our shared surround- 
ings.”'° Because of the public nature of the 
environment, governments must act for 
society both to eliminate injurious pollution 
conditions and to recover from the individual 
polluter adequate compensation to cover the 
social costs of his damage to the environment. 

There is however, a separate problem in- 
herent in the allocation of social costs. The 
cause and effect relationship between an 
individual activity and its increment to en- 
vironmental pollution levels and social costs 
is often remote and not easily observed or 
evaluated. In most cases each separate act of 
pollution by an individual or an industrial 
establishment causes an imperceptible in- 
crease in environmental degradation. Only 
when the minute changes from many individ- 
ual activities accumulate does the damage 
become observable. At this point it is ex- 
tremely difficult to determine the portion of 
the total social costs attributable to each in- 
dividual pollution source. Therefore, in lieu 
of effective measurement techniques for the 
resulting social costs of environmental pollu- 
tion, the treatment costs of pollution, ex- 
pressed in monetary terms, must be sub- 
stituted. 

Treatment costs in Ontario in the field of 


President Richard M. Nixon: op.cit 

"The International Joint Commission is a 

joint U.S.-Canada governmental body set up 
60 years ago to deal with problems affecting 
boundary issues of the two countries. Investiga- 


water pollution control alone have reached 
in excess of $1.3 billion since 1957. Public 
and private expenditures in 1969 for compre- 
hensive water management and pollution con- 
trol programs were approximately one quar- 
ter of a billion dollars, including $200 million 
spent by the municipalities for water supply 
and sewage treatment facilities. Private capi- 
tal expenditures of $15 million for industrial 
waste treatment facilities are also included 
in the 1969 total. To date, the direct treat- 
ment costs for solid wastes and air pollution 
control are of a substantially lower order. 
However, future expenditures in these areas 
are expected to grow particularily rapidly. 


Economies of Scale 
In some cases economies of scale in treat- 
ment programs can be achieved where a 
multitude of individual polluters are contri- 
buting to environmental damage. It is much 
more efficient in water treatment, sewage or 
waste management programs to install com- 
munity facilities rather than requiring each 
polluter to conduct his own separate program. 
The concept of scale forms the basis for 
the large public water supply and sewage 
treatment schemes being developed in On- 
tario. Twenty-five regional schemes were 
under active development at the end of 1969. 
In 1968, the largest scheme to date involved 
the OWRC and five Peel County munici- 


palities. The objective is to develop an exten-_ 


sive water supply and sewage system at a 
cost of $88 million over the next twenty 
years. Ownership of the provincially financed 
schemes remains vested with the province. 
The participating municipalities pay for the 
water supply and sewage treatment services 
based on the actual cost to the provincial 
government. 


Externalities 

There are some additional economic consid- 
erations related to the public nature of our 
environment. Due to the complex nature of 
different components in the environment, 
both pollution acts and control activities 
have external implications beyond local 
jurisdictional boundaries. Thus, either dam- 
ages or benefits can occur as “spill-overs” to 
communities beyond the local area where the 
polluting act or control activity occurs. 

At the local level, a farm’s well water may 
become degraded as a result of ground-water 
pollution resulting from neighbouring activi- 
ties. The “spill-over” problem can arise 
unexpectedly from industrial or sanitary land 


tions into the international pollution problems 
of the Great Lakes and their connecting 
channels were carried out by the Ontario Water 
Resources Commission for the information 

of the TJC. 


fill projects which pollute local ground-water 
supplies, as well as from salts and petroleum 
products which enter a ground water system. 
Investigation and control of ground-water 
pollution is a responsibility of the Division 
of Water Resources of the OWRC. 
A similar externality arises when unpleas- 
ant odours from an agricultural operation 
cause discomfort to neighbouring residents. 
A code regarding air pollution and odour 
problems has been proposed by the Ontario 
government under the Ontario Air Pollution 
Control Act to provide guidelines for agricul- 
tural operations in proximity to residential 
areas. 
In terms of benefit “spill-overs”, a down- 
stream user of a river will receive some 
benefits, in terms of reduced treatment costs 
or a larger and cleaner water supply, as a 
result of water management and pollution 
control programs of upstream municipalities. 
The international nature of pollution con- 
trol is exemplified by the current report by 
the International Joint Commission on pollu- 
tion in Lakes Erie and Ontario and the inter- 
national section of the St. Lawrence River.!! 
The recommendations of the IJC include: 
1) Adoption for these waters of water 
quality objectives appropriate to the area; 

2) Acceleration as necessary of the pollution 
control program of the several state and 
provincial agencies concerned, in order 
to meet the recommended water quality 
objectives at the earliest possible dates; 

3) Maintenance of adequate water quality 
surveillance and monitoring activities to 
allow for assessment of and adjustments 
to water pollution programs of enforce- 
ment, management, planning and re- 
search; and a continuing board to 
co-ordinate on an international basis, 
programs for water pollution control of 
the Great Lakes; and 

4) A phosphorous control program effecting 
an immediate reduction in the phosphor- 
ous content of detergents to minimum 
practical levels, and by 1972, complete 
replacement of the phosphorous com- 
pounds by substitutes less harmful to the 
environment. An 80 per cent reduction 
of phosphorous complexes in municipal 
and industrial waste effluents discharged 
to Lake Erie and the Detroit River would 
be required by 1972, and a similar re- 
duction in discharges to Lake Ontario by 
1975-2 

Following recent federal-provincial dis- 
cussions, the Government of Canada is now 


124s reported by the Federal government in 
Fisheries of Canada, November, 1969. 
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investigating the most effective means of 
achieving control within a reasonable time- 
table. It has been estimated that municipal 


water treatment costs would increase by: 


100 per cent, if the phosphate content of 
detergents were not reduced.!* The cost of 
additional phosphate removal equipment 
needed to reach the IJC objective could be 
$40 million for Ontario communities on the 
Great Lakes. 

Under the Canada Water Bill, the Federal 
government is currently developing a formal 
legislative statement of its future role in 
water management and pollution control in 
Canada. After receiving second reading early 
this year, the bill is now being amended 
following discussions with a number of pro- 
vincial governments. Measures to control the 
level of phosphates reaching the Great Lakes 
will be implemented under this bill. 

Again, the existence of externalities, par- 
ticularly from water and air pollution by 
local communities, has made it necessary for 
the Government of Ontario to undertake 
responsibility for pollution control within 
the province. Ontario is able to internalize 
the spill-overs from the different communities 
within the province and to assign benefits and 
costs equitably among the entire population. 
Because of the existence of externalities be- 
yond Ontario boundaries — environmental 
damages can and do occur as a result of 
activities taking place outside of provincial 
jurisdiction — there is a role for the Federal 
government within its constitutional jurisdic- 
tion in inter-provincial and _ international 
situations concerning pollution acts which 
affect the Ontario environment. 


ESTABLISHMENT OF PLANNING 
OBJECTIVES 


A first step toward the solution to the com- 
plex problems facing our environment is the 
establishment of planning objectives. The 
objective must be to establish a dynamic 
and flexible system which will protect the 
quality of our environment against ever- 
changing pollution threats. The three inter- 
dependent components of such a system are 
control, prevention and improvement. 

As an immediate objective, the current 
levels and types of pollution should not in- 
crease in intensity despite our growing econ- 
omy. This is the control element of the 
system. The specific pollution problems 
which we can recognize today, must be 
brought under control and held to acceptable 
levels by such methods as exhaust reduction 


devices on all new autos sold in Ontario, 
sewage holding tanks on pleasure craft, or 
very recently, the promised federal commit- 
ment to effect a reduction in phosphate con- 
tent of detergents. 

Concurrently, we must also seek effective 
measures to prevent new and different forms 
of pollution damage. For example, we might 
have recognized more fully and more quickly 
the potential for environmental damage in- 
herent in the increasing use of DDT, or less 
critically, in the introduction of non-return- 
able glass bottles, and avoided some of the 
damages. Some pollution problems are more 
effectively overcome by avoidance and pre- 
vention rather than treatment after the dam- 
age is done. Environmental specialists sug- 
gest that the introduction of the new jumbo 
and supersonic jets, with their attendant ex- 
haust and noise problems, will lead to a 
situation where some form of preventive 
action is required. 

In future, the primary emphasis in our 
environmental quality system will have to 
be placed on prevention. In terms of eco- 
nomic efficiency and human survival, the 
recognition and prevention of potentially 
disastrous damages to the environment must 
be consistently sought by all governments. 
Similarly, the private sector will have to 
investigate more carefully the environmental 
side-effects of each new product and process. 

The third component of an environmental 
defence system is improvement. The objec- 
tive is more than simply maintenance of 
the present environmental quality. We can 
move forward with programs to improve our 
whole environment. The control of pollution 
and prevention of new damages must, in the 
longer run, be supplemented by a dedication 
to bring all forms of pollution to irreducible 
minimums through the best use of our physi- 
cal resources. 

In striving for these objectives for the 
environment, the constraints imposed by our 
economy cannot be overlooked. Ontario has, 
in both the public and private sectors, a 
limited amount of funds for carrying out all 
its responsibilities, including pollution con- 
trol programs. Within the constraints of our 
economic capabilities, Ontario’s various ob- 
jectives must each be furthered as much as 


possible. Conflicts can occur between objec- — 


tives, as they do between the proponents of 
ultimate environmental quality at all costs 
versus those who seek economic growth at all 
costs. Government must determine the trade- 
offs which are necessary between conflicting 


goals, giving due regard to the social benefits 
and costs of each activity. If Ontario has 
achieved a greater expertise in pollution con- 
trol than other areas in Canada, it reflects 
both greater economic capabilities to deal 
with the problem and, as a by-product of our 
economy, greater pollution problems. 


GUIDELINES FOR PUBLIC POLICY 


There are several basic guidelines about 
which policies for environmental quality can 
be built. Two of the guidelines relate to 
long-term objectives for Ontario. The funda- 
mental principle of efficient use of our physi- 
cal resources, in the sense of a broad ecologi- 
cal system, must result in minimizing waste 
and unusable products in our environment. 
Associated with this principle is the recogni- 
tion of our environment as a resource. The: 
concept of a closed system — “the spaceship: 
earth” — will minimize pollution and en- 
vironmental damage while maximizing the: 
utility of all our resources. The previous 
objective of prevention of new pollutions is: 
an expression of this guideline. | 
A second basic principle for the long-term; 
is the minimum use of the natural environ-: 
ment for waste dispersal or disposal. While: 
this principle must be recognized as only a! 
theoretical concept in the light of present. 
technology, it can serve as a guide for the: 
continuing improvement of pollution control: 
activities. Thus, a city’s sewage and water’ 
treatment facilities would serve as much as| 
possible as a closed system — not, in fact, | 
utilizing more than necessary the neighbour- 
ing river or lake as part of the local purifica~ 
tion system. Similarly, the atmosphere would) 
not be considered as an extension of | 
factory’s smoke stack. 
There are two economic guidelines whidll 
must shape all pollution control policies: user 
and polluter charges. All users of the com-| 
ponents of the public environment — atmos- 
phere, soil, water and the landscape — must 
pay the unassigned public costs of quality! 
control, just as each community must bear’ 
the social costs incurred in its own environ-' 
mental degradation. These costs for clean 
water and clean air must be borne through. 
public tax levies by all the individuals living 
in and benefiting from their protected en- 
vironment. Conversely, outside jurisdictions 
which do not derive benefits through spill-! 
over effects cannot be assigned, on economic 
grounds, a share of the costs. 
The second economic guideline is that the! 
polluter must bear either the cost of pollution 


Testimony to the IJC on February 21, 1970 
by the sewage disposal commissioner of 
Toledo, Ohio. 


abatement expenditures incurred to maintain 
environmental quality or compensate fully 
for the cost of the resulting damage.'4 The 
actual damage to the environment represents 
social losses which often cannot be accurately 
defined in monetary terms. Financial penal- 
fies must be used as a surrogate for these 
unknown social losses. Penalties also encour- 
age the polluter to reconsider the economics 
of his own polluting activities. 


ROLE OF GOVERNMENT 


The responsibilities of government in pollu- 
tion control are two-fold: to ensure the 
protection of the environment as a critically 
limited public resource; and to inform and 
2ducate the individual to recognize his re- 
sponsibility and his own vital interest in 
pollution abatement. Governments can also 
offer advice and assistance to the individual 
n the complex and costly area of pollution 
control. 

Governments must also undertake syste- 
natic planning on a comprehensive, inter- 
urisdictional basis in order to protect our 
vironment. Public objectives must be 
larified and effective programs devised, 
inanced, and implemented. Minimum and 
Jesirable quality standards for air, water and 
he landscape are required. The degree of 
Jeviation from these standards permits the 
issignment of priorities. Program priorities 
‘an be set within the parameters of general 
nvironmental objectives, regional and local 
ybjectives and individual problem situations. 
Continuous monitoring and quality assess- 
nent are necessary in order to achieve the 
lesired quality standards. Governments must 
sure an equitable distribution of costs of 
yollution control measures based upon the 
ublic and private share of all benefits and 
ll costs. Another extremely significant role 
of government is that of research. An ex- 
yanded program of research into the current 
ind predictable pollution problems affecting 
he environment and into a search for solu- 
ions to these problems is urgently needed on 
1 national and international scale. 

The provincial government has the broad 
esponsibility for pollution control and en- 
jironmental defence within its own jurisdic- 
ion. Ontario has on-going programs in the 
ireas of research, solid wastes management, 
omprehensive water resource management, 
itmospheric pollution control, restrictions on 
hemical pollutants such as DDT, and other 
nvironmental health concerns. 

The Department of Energy and Resources 


Management is primarily responsible for our 
program of environmental management and 
pollution abatement. That department con- 
tains: the Advisory Committee on Pollution 
Control, the senior advisory body on pollu- 
tion; the Air Management Branch concerned 
with maintenance of urban air quality and 
abatement of air pollution; the Waste Man- 
agement Branch, providing assistance to 
municipalities on the technical problems of 
solid waste disposal; and the Conservation 
Authorities Branch, concerned with conser- 
vation and comprehensive environmental 
management on a river valley basis, through 
local municipal governments. This latter pro- 
gram includes water management and flood 
control projects. The program of the agency 
was initiated in 1946 with the passing of the 
Conservation Authorities Act. 

The Minister of Energy and Resources 
Management, the Hon. G. A. Kerr, also has 
reporting to him the Ontario Water Re- 
sources Commission, whose primary concern 
is the control of water pollution, the provi- 
sion of adequate supplies of water and the 
supervision of all surface and ground-waters 
throughout Ontario. The Commission has 
established water quality guidelines for 
Ontario waters. 

Formed in 1956, the functions of the 
OWRC include: inventories of water re- 
sources, monitoring of water quality, ap- 


proval of plans of water and waste treatment _ 


projects, inspection of facilities, investigation 
of sources of pollution, financial and other 
assistance for the construction and operation 
of water and sewage plants in municipalities, 
biological, bacteriological and chemical 
studies, and public information. Control of 
pollution by pleasure boats is another re- 
sponsibility of the Commission. 

The Environmental Health Services Branch 
of the Department of Health is also con- 
cerned with aspects of environmental pro- 
tection. The Pesticides Advisory Board serves 
all departments concerned with pesticides.!5 
As noted previously, the general use of cer- 
tain pesticides, including DDT, was banned 
in Ontario in 1969. 

The government of Canada also has a role 
to fulfil in environmental quality control. 
There is an opportunity for the Federal gov- 
ernment to participate with the provinces in 
offsetting some of the public costs of pollu- 
tion control. There is also a requirement for 
expanded federal financial encouragement 
to the private sector to undertake pollution 
abatement measures. Inter-government co- 


operation is necessary in respect of joint 
programs involving tax abatements, grants, 
loans or other incentives. 

Extensive federal involvement is needed 
in environmental research in conjunction 
with research programs in Ontario. The 
research requirement is both substantial in 
size and international in scope. The federal 
research program could concentrate on longer 
term research projects and advance warning 
systems to identify and avoid potential en- 
vironmental dangers. 

There is a third general area in which a 
federal commitment is appropriate. Inter- 
jurisdictional and regional environmental 
problems merit federal participation within 
its constitutional jurisdiction. As water pollu- 
tion is a widespread current problem, reme- 
dial progtams at the national as well as 
provincial levels will be useful. The proposed 
Canada Water Act can provide a vehicle for 
federal participation in the establishment of 
common water quality criteria and in inter- 
national situations. 

It must be ensured that no agency or re- 
gion employs unrealistically low environ- 
mental quality standards which will result 
in damaging “‘spill-overs” or which will create 
an undue advantage over other jurisdictions 
for the attraction of industry. 


CONCLUSION 


Environmental pollution is a dynamic prob- 
lem with ever-changing parameters. In order 
to protect the quality of our environment — 
to manage the environment effectively — 
continuing investigation is required into dif- 
ferent approaches and techniques. New and 
improved institutional and interjurisdictional 
arrangements must continue to be sought. All 
levels of government must also ensure that 
the problems of fragmented responsibility for 
our environment are not further compounded 
through duplication of effort and bureau- 
cratic complexity. Co-ordinated and com- 
prehensive planning is essential. 

Further analysis of environmental ques- 
tions in terms of public goods and social 
welfare concepts are needed. The problems 
of equitably allocating the costs of environ- 
mental protection between individuals, in- 
dustries and the public sector are not yet 
solved. It is also necessary that we fully 
realize that our commonly held objective of 
maximizing economic growth holds unpleas- 
ant implications for the quality of the en- 
vironment and indirectly, for ourselves. 


*See also Pollution, Property and Prices, 
!. D. Dales, University of Toronto Press, 1968. 


ISThese services are expected to be transferred 
to the Department of Energy and Resources 
Management in the near future. 
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The feature article for the May-June edition 
of the Ontario Economic Review is based on 
Budget Paper A, The Public Sector and 
Economic Policy, contained in the 1970 
Annual Budget Statement of the Hon. 
Charles MacNaughton, Treasurer of Ontario 
and Minister of Economics. 

The article is presented by the Ontario 
Government as a first step toward stimu- 
lating a broader and more intensive inquiry 
into the theory and practice of economic 
policy co-ordination in the Canadian federal 
system. Specifically, the article concentrates 
on the question of the formation of public 
policies to reduce inflation and to achieve 
full employment growth and balanced 
development of the public and private sectors 
of Canada’s diversified economy. The 
Ontario Government questions the effective- 
ness of present federal programs to control 
inflation and suggests that economic growth 
will be sacrificed if governments continue 
to apply severe monetary and fiscal 
restraints. 

The article was prepared under the 
direction of Dr. T. M. Russell in the Taxa- 
tion and Fiscal Policy Branch, Policy 
Planning Division of the Department of 
Treasury and Economics. 
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Indicator Charts, Pages 9-11 
Fluctuations in aggregate economic activity — 
— commonly used to define business cycles — 
do no necessarily correspond with fluctua- 
tions in the individual activities which make - 
up the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 
grow more rapidly than others, some | 
change direction sooner. | 

Those activities which tend to assume | 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the | 
overall economy. The charts on pages 9-11 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for | 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations.) 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L 1’ and ‘L 2’ (logarithmii’ 
scales with one and two cycles respectively _ 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And | 
this applies only when all series being 
compared are on the same logarithmic 


represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 
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Private and Public Investment — 1970 

New private and public capital spending in 
Ontario is expected to increase approximate- 
ly 14.0 per cent this year to $7.1 billion, with 
spending on housing the only weak spot 
according to the federal Department of In- 
dustry, Trade and Commerce. Actual spend- 
ing on housing is expected to decrease by 
10.7 per cent to $1,275.4 million in 1970. 

- Increasing strongly in spite of federal ef- 
forts to curb the pace of the Ontario economy, 
t is anticipated that capital investment will 
advance at nearly double the national rate. 
Construction in trade, finance and commer- 
cial services is expected to increase by ap- 
proximately 55.0 per cent this year despite 
federal budgetary intentions to discourage 
commercial construction in Ontario urban 
centres by extending the deferral of depre- 
ciation allowances into 1970. Commercial 
construction alone should amount to $451.8 
million compared with $291.1 million in 
1969. 

Estimated total capital expenditures in 
Ontario for 1970 are shown in the table 
below. 

The survey finds the greatest strength in 
manufacturing industries, where a 41.1 per 
cent increase in capital spending to $1,762.0 
million is anticipated. In 1969 capital expen- 
ditures in this category rose 24.8 per cent. 
At the national level capital outlays in man- 
ufacturing industries are expected to increase 
by 24.0 per cent to $3,154 million following 
a 15.7 per cent increase last year. Since the 
major goods-producing industries are largely 
concentrated in Ontario it is not surprising 
that this province is expected to outperform 
the national average in the manufacturing 
sector. In addition, many of the investment 
intentions of 1969, unrealized due to strikes 


Estimated Capital Expenditures, Ontario, 1970 


Sectors 


Housing 

Primary Industries 

Manufacturing 

Utilities 

Trade, Finance and Commercial Services 
Institutional Services and Government 


Total 


and tight monetary constraints, have been 
carried forward to 1970, hence a somewhat 
higher growth rate is expected in business 
investment. Intended outlays are particularly 
high in the primary metal, machinery, 
transportation equipment, paper and allied 
products and petroleum and coal products 
industries. 

It is anticipated that the marked industrial 
expansion forecast by the report will im- 
prove productivity and manufacturing effi- 
ciency and thus provide some relief to rising 
production costs. In addition, the expansion 
should also offset to some extent the adverse 
effects on employment of a general decelera- 
tion of economic activities visible in the 
second quarter of 1970. 

At the national level private and public 
sectors are expected to spend $17,865 mil- 
lion for fixed assets in 1970, $1.25 billion or 
7.5 per cent in excess of actual expenditures 
in 1969. The annual capital spending inten- 
tions outlook, based on surveys carried out 
late in 1969 and early in 1970, indicates the 
overall rate of increase will be about the 
same as in 1969, however it will represent a 
rising level of activity in terms of volume. 
These increases follow two years when 
capital outlays rose only marginally in terms 
of value and in which the volume of such 
activity actually declined. 

Outlays for new construction in Canada 
are expected to rise 7.0 per cent to $11.44 
billion while outlays for new machinery and 


equipment are expected to rise just over 8.0 - 


per cent to $6.43 billion. Including repair 
expenditures, total private and public out- 
lays on construction, machinery and equip- 
ment are expected to total $23.3 billion this 
year. As in Ontario, the main impetus be- 
hind capital spending growth this year will 


1970 1969 Per Gent 
$ millions Change 
1,275.4 1,429.0 —10.7 
548.1 512.8 6.9 
1,762.0 1,248.6 41.1 
1,342.6 ET75.:0 14.3 
899.5 673.2 33.6 
1,268.8 1,199.3 5.8 
7,096.4 6,237.9 13.8 


Source: DBS, Private and Public Investment in Canada — Outlook 1970 and Regional Estimates. 


come from the business sector which is ex- 
pected to increase expenditures 11.0 per 
cent to $10.9 billion. This is a reduction 
from the 14.0 per cent increase indicated by 
the preliminary survey last fall of 150 large 
companies. 

Spending on new housing and social capi- 
tal spending by governments and institutions 
will reach $6.9 billion. However, while gov- 
ernment and institutional expenditure is ex- 
pected to increase by approximately 10.0 
per cent to $3.7 billion, spending on housing 
will decline 5.0 per cent to $3.2 billion. Most 
of the decline in housing outlays — $153 
million of the $170 million decrease — will 
take place in Ontario. High land costs, espe- 
cially in the large urban centres plus high 
interest rates and a limited supply of private 
funds are expected to continue to hold down 
demand for single family dwellings. It is 
anticipated that starts for the first half of 
1970 will be lower than in the corresponding 
period in 1969, but there should be a re- 
versal of this trend in the latter half of the 
year, with the result that the number of 
starts in Ontario will again reach the 80,000 
level. 

The report states that the program, if real- 
ized, will provide moderate growth impetus 
to the economy without placing excessive 
demands on investment-supporting activities. 


Employment: January to March — 1970 
Slow growth of the Canadian economy has 
sharply curbed expansion of the labour force. 
In the first quarter this year, the labour force 
averaged 8,027,000 persons, just 120,000 
higher than a year earlier. The increase of 
1.5 per cent compares with an annual in- 
crease of 2.9 per cent in 1969 and an un- 
usually large year-to-year increase of 4.2 per 
cent in the first quarter of 1969. 
Unemployment in Canada, at 542,000 or 
6.7 per cent of the labour force in March 
1970 reached its highest point since March 
1963. Ontario, with an unemployment rate 
of 4.6 per cent is, in relative terms, less 
seriously affected than other regions. How- 


ever, with 144,000 unemployed the province 


is experiencing its highest jobless rate since 
March, 1962. The 42.4 per cent increase in 
unemployment in Ontario, from 99,000 to 
141,000 over the period March 1969 to 
March 1970 is higher than the percentage 
increase in any other region except the 
Prairies where an increase of 43.7 per cent 
occurred over the same time period. The 
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trend is a reflection of the softness of the 
labour market. Marginal workers are being 
squeezed out of the labour force, and many 
potential new entrants have been discour- 
aged from seeking work by the knowledge 
that jobs are scarce. 

Labour force participation rates are an 
indication of how persons react to changing 
labour market conditions. As shown in the 
accompanying table the total labour force 
participation rate increased from the first 
quarter of 1968 to the first quarter of 1969 
and then decreased again in the first quarter 
of 1970. This could be partially due to the 
fact that when employment prospects are 
favourable, such as in 1969, persons who 
might otherwise not do so may be encour- 
aged to seek employment. Accordingly, 
when job prospects are unfavourable such as 
they have been in the first quarter of this 
year marginal labour force participants may 
become discouraged and no longer seek 
employment. 


LABOUR FORCE PARTICIPATION 
RATES, ONTARIO, POPULATION 
14 YEARS OF AGE AND OVER 


First First First 

Quarter Quarter Quarter 

1968 1969 1970 
14-19 years 30:7 30.3 293 
20-24 years 70.5 69.5 69.3 
25-44 years 68.6 70.3 70.2 
45-64 years 65.0 66.7 65.8 
65-++ years 14.4 15.5 1535 
Men IS 77.8 76.6 
Women 35.4 3720 36.8 
Total SOA SAL 56.4 


Source: DBS, Labour Force Survey. 


Examination of the table below reveals 
that the participation rate for males seems to 
have fallen more sharply than that for fe- 
males, while among the age groups, the 
45-64 and 65+ groups appear to have been 
most seriously affected. A significant decline 
over the whole period is shown for the 14-19 
age groups, however there is already an 
established declining trend in this area since 
more years of schooling have become a 
recognized necessity. Since the majority of 
older workers are male, this could explain 
the greater drop in male participation rela- 
tive to that for females. 

While attention has been focused mainly 
on the rise in unemployment it should also be 
noted that employment has been increasing. 
Provincial employment in March, 1970, 
totalled 2,892,000 — 25,000 above the com- 
parable February figure and 36,000 higher 
than in March of last year. The important 
factor however, is that the labour force has 
been increasing far more rapidly than the 
number of job opportunities. The labour 
force increase between February and March, 
1970, was 30,000 and the March total at 
3,033,000 was fully 78,000 above the figure 
for March 1969. 

Information now available for the month 
of April indicates that the Ontario labour 
force rose to 3,071,000, an increase of 
38,000 over March 1970. At the same time 
the number employed reached 2,926,000 — 
34,000 more than the previous month. The 
rate of unemployment in the province — 4.7 
per cent — was slightly higher than that of 
4.6 per cent recorded in March. 

On a year-to-year basis the provincial 
labour force rose by 77,000 while the num- 
ber employed rose 32,000 from 2,894,000 
in April 1969. 

Statistics for all of Canada indicate that 
unemployment dropped marginally from 6.7 


2} 


per cent in March to 6.6 per cent in April. 
In April 1969 the rate was 5.4 per cent. 
Canada’s unemployment rate for the first 
four months of 1970 averages 6.5 per cent 
compared with 5.7 per cent for the same 
period last year. 


Canada Water Act Amended 

Federal Energy, Mines and Resources 
Minister, J. J. Greene, recently introduced 
amendments to the Canada Water Act, in- 
cluding one giving the federal government 
the right to control phosphates and other 
nutrients. He told the parliamentary Com- 


mittee on National Resources and Public 


Works that the amendments make the bill 
an even stronger means of combatting water 
pollution in Canada. The Canada Water Act. 
has been in the hands of the Committee: 
since early February. It is expected soon to: 
go to the Commons for third and final read- 
ing. 


: 


The phosphate amendment enables the 
federal government to prohibit the manufac- 
ture and import of cleaning agents and) 
water containers containing nutrients harm- 
ful to the ecological balance of Canadian 
waters. Fines of $5,000 for each offence may 
be imposed and there is a provision for sei- 


zure of goods. The prohibition of phosphates 
is accompanied by a provision that regula-) 
tions can be issued by the Governor-in- 
Council regulating other nutrient substances, 

The amendments cover several areas Oo! 
the Act, broadening its scope for redefining. 
the need for federal-provincial co-operatior 
and consultation in water pollution abate: 
ment. It is proposed that water resoure( 
management plans will be submitted to the 
provincial Minister involved for approval. 
Provision is made for public hearings in thr 
planning process and the use of existing pro 


vincial agencies for joint programs. 
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Taxation and Fiscal Policy Branch, 
Department of Treasury and Economics 


INFLATION AND GOVERNMENT 
POLICIES IN 1969 


The Problem of Inflation 

Like most industrial economies, Canada gen- 
erated inflationary pressures as it moved 
towards high levels of economic growth and 
employment in the late 1960s. The major 
problem confronting Canadian governments 
today, however, is the persistence of strong 
inflation in the face of an economic slow- 
down, a slowdown caused largely by re- 
strictive monetary and fiscal policies design- 
ed to reduce inflation. This apparent incon- 
sistency of persistent inflation in the face of 
a softening economy indicates the existence 
of fundamental imbalances in the economy. 
The aim of this article, therefore, is first to 
identify the imbalances which make inflation 
structurally endemic, and second to raise the 
question of the design and application of 
remedial policies. 


Government Policies in 1969 

In the past year, the federal government’s 
fiscal and monetary policies have been di- 
rected almost exclusively toward the con- 
tainment of inflation. Increases in federal 
expenditure were reduced below the growth 
of revenue to produce a budgetary surplus 
in 1969-70. A further surplus is planned for 
1970-71. Credit availability has been limited 
and interest rates have risen sharply. In mid- 
1969, the federal government introduced a 
deferral of depreciation allowances on new 
commercial buildings in selected urban cen- 
tres. The extension of this measure into 1970 
is designed to reduce the level of construc- 
tion activity, particularly in metropolitan 
Toronto. 

_ At the same time, provincial and municipal 
governments trimmed expenditure growth in 
1969-70. The difficulties of raising long-term 
capital and the constraints of revenue growth 
emphasized the need to control expenditures 
and to balance budgets. The net effect at the 
provincial-municipal level has been a rein- 
forcement of federal fiscal and monetary 
policy and a deceleration of growth in the 
public sector. 

Definite signs appeared by late 1969 that 
Testrictive policy actions were affecting eco- 
nomic growth across Canada. While Gross 
Provincial Product in Ontario grew by 9.6 
per cent in 1969, the growth rate is not ex- 
pected to exceed 7.0 per cent in 1970. In 
Canada as a whole the growth rate is ex- 
pected to fall from 9.3 per cent in 1969 to 


Table 1 — Per Cent Changes in GNP Implicit Price Deflator 
Seasonally Adjusted, Annual Rates 


1969 


I II Il IV 


1968 
II Ii IV 
2.8 4.0 3.6 


Zo fs) 4.5 Dee 


Source: Dominion Bureau of Statistics, National Income and Expenditure Accounts. 


Table 2 — Regional Percentage Unemployment Rates 


Seasonally Adjusted 


1969 - Quarterly 


1968 1969 I II Ill IV 
Atlantic fs) 7.8 6.5 8.1 8.8 7.8 
Quebec 6.5 7.0 6.3 7.0 ae 7.4 
Ontario 3.6 Shy ais: 3.4 3.1 32 
Prairies 3.0 3.0 2.6 29 3.0 3.3 
British Columbia 5:9. 5.0 5.0 4.5 S| 5.4 
Canada 4.8 4.7 4.2 4.8 4.9 Sih 


Source: Dominion Bureau of Statistics, The Labour Force. 


6.8 per cent in 1970. Two difficult problems 
will continue to confront government eco- 
nomic policy in 1970. First, current mone- 
tary and fiscal policies appear to be affecting 
production and employment as much as 
prices. Second, the burden of this economic 


adjustment is occurring with particular se-- 


verity in eastern Canada in the form of rising 
unemployment; in addition, there are now 
definite signs of rising unemployment in 
Ontario. 

Tables 1 and 2 contrast the course of in- 
flation and unemployment in Canada in 
1969. On the one hand, Table 1 indicates a 
modest decline in the rate of inflation in 
1969, in terms of changes in implicit GNP 
prices. The peak period of pressure was in 
the second quarter of 1969 when the overall 
level of inflation was equal to an annual rate 
of 7.5 per cent. By the fourth quarter, how- 
ever, prices were estimated to be rising less 
rapidly, although there have been signs of 
continued inflationary strength in early 1970. 

On the other hand, Table 2 reveals a 
worsening in unemployment in 1969. On 
an annual basis the regional picture is 
mixed: unemployment has been increasing in 
Quebec and the Atlantic Provinces, holding 
steady in the Prairie Provinces, and falling 
in Ontario and British Columbia. In all 
cases, however, unemployment was higher 


in the fourth quarter than it was in the first 
quarter of 1969. 

First-quarter data for 1970 point to in- 
creasing economic weakness this year. For 
example, the reduction in the rate of eco- 
nomic growth in Ontario to about seven per 
cent implies an increase in average unem- 
ployment rates from 3.2 per cent in 1969 to 
over four per cent in 1970. Supporting this 
expectation are anticipated slowdowns in 
consumer purchases of durables, exports, 
residential construction and corporate profits. 
The rate of increase in prices is expected to 
decline nominally from 4.3 per cent in 1969 
to 3.9 per cent in 1970. Such developments 
in Ontario will be matched by similar trends 
elsewhere in Canada, particularly in the 
Prairies, Quebec and the Atlantic Provinces. 

In conclusion, Ontario and Canada have 
entered 1970 in a state of considerable un- 
certainty, with the economy showing symp- 
toms of the early stages of a recession. In 
early 1969, by contrast, buoyant employment 
and persistent inflation presented a clearer 
set of targets for economic policy. Current 
expectations pose serious doubts about the 
wisdom of maintaining the single-purpose 
thrust of monetary and fiscal policies against 
inflation. 

Governments must reappraise the cost of 
continued deflationary policies in terms of 
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increased unemployment and below-potential 
economic growth. Consideration must be 
given to the implications of further restraint 
at the provincial-municipal level in terms of 
the accumulation of serious shortages in 
essential economic and social services and 
facilities. It is far from certain that the con- 
tinued application of broadly restrictive 
monetary and fiscal policies will be effective 
in preventing increased inflationary pres- 
sures. These questions suggest the need for 
a basic re-examination of the ways in which 
government policy instruments can be used 
more flexibly and selectively to achieve or- 
derly economic growth without inflation. 


ECONOMIC STABILIZATION 
POLICIES IN 1970 


This section examines the effectiveness of 
economic stabilization policies in counteract- 
ing inflation in Canada today. It underlines 
the urgent need for a more extensive inter- 
governmental analysis of existing economic 
policies. However, the discussion will be 
confined to the central issues and measures. 


Present Policies of Governments 

The federal government has stated its rem- 
edy for inflation: reduce the growth of 
aggregate demand even if this means in- 
creasing unemployment. In addition, some 
measures have been devised to have a special 
restraining influence on the growth regions 
of Ontario, Alberta and British Columbia. 
In its diagnosis of the problem, the federal 
government has maintained that excess de- 
mand in the growth regions is causing an 
inflationary surge in costs and prices that is 
overlapping into other regions. 

The Ontario Government made a commit- 
ment in its 1969 Budget Statement to achieve 
a surplus in the 1969-70 fiscal year. This 
policy was adopted because the economy 
was sufficiently buoyant to absorb anti- 
inflationary restraints without creating un- 
employment. For 1970-71 the Ontario 
budget is holding to a prescription of modi- 
fied restraint by avoiding inflationary tax 
increases and new demands on domestic 
capital. However, it will be moderately ex- 
pansionary to offset the worsening employ- 
ment situation. 

Provincial government research examining 
the role and impact of the fiscal operations 
of the various levels of government in On- 
tario has demonstrated that federal fiscal 
actions have a built-in tendency to restrain 


economic growth in Ontario. In times of in- 
creased federal restraint this “fiscal drag” in 
Ontario increases faster than in other regions. 
For example, in 1968-69, Ontario was sub- 
jected to a heavy burden of restraint by 
federal tax and expenditure policies equiva- 
lent to a 6.25 per cent loss of provincial per- 
sonal incomes. In 1969-70, Ottawa’s target 
of an overall federal surplus withdrew about 
$1.8 billion from Ontario businesses and 
residents which increased the “fiscal drag” 
to more than seven per cent of personal 
incomes. Any further measures of economic 
tightening could cause increased unemploy- 
ment and a recession whose repercussions 
would be felt throughout Canada. 


The High Cost of Unemployment 

The Ontario Government recognizes that the 
control of inflation has a high priority among 
economic policies. However, it does not 
agree that the objectives and methods of 
current fiscal and monetary policy are irre- 
futable. If the federal and provincial govern- 
ments continue to retard economic growth, 
Canada could experience both higher unem- 
ployment and inflation as in the mid- and 
late 1950s. The basic strategy of price con- 
tainment through tight monetary and fiscal 
policy measures has a number of disadvan- 
tages: 


e it is economically wasteful because it puts 
people out of work and limits the nation’s 
growth capacity; 

e the less-developed regions suffer most; 

e it hits industries indiscriminately and re- 
gardless of their direct influence on prices; 

e it hurts smaller businesses and raises the 
cost of doing business; 

e it restricts the supply and raises the cost 
of housing; 

e it is accompanied by rising unemployment, 
hitting hardest at low-income earners and 
unorganized labour; 

e it results in slower growth, lowering capa- 
city utilization and productivity, and rais- 
ing the unit costs of production; 

e even if inflation is cured, the problem of 
the eroded purchasing power of the fixed- 
income groups remains unless compensa- 
tion is provided. 


Ontario, with a rapidly growing popula- 
tion and labour force, needs a continuous 
stream of private and public investment to 
create new jobs and raise living standards. 
Any attempt to cure inflation by creating 


unemployment runs counter to the Ontario 
Government’s objective of keeping unem- 
ployment at no more than three per cent of 
the labour force. This is a reasonable eco- 
nomic objective and it is imperative that a 
more sophisticated strategy than induced 
unemployment be found to cure inflation. | 
The Ontario Government is not willing to— 
accept the view that unemployment is a just 
and effective way of solving the problem. | 
The effects will fall on the lowest income-- 
groups in the community. It is inconsistent 
to propose economic goals of tax equity to” 
help these citizens, while contributing to 
their loss of livelihood as the price of solving: 
inflation. 


Is Inflation Caused by Goods-Producing | 
Industries? 
Inflation has not been a severe problem in 
most of the manufactured goods industries. 
There is evidence of the moderate price be- 
haviour in manufacturing industries in the: 
index of consumer prices: durable goods’. 
prices in 1969 rose by only one per cent. 
Prices of consumer non-durable goods, ex- 
cluding food, were up by 3.1 per cent, which! 
represented a sharp reduction from the 4. ey 
per cent of 1968. | 

The demand for consumer durable goods 
has weakened in recent months. Onen aa 
ment and lay-offs are increasing in those. 
Ontario communities that rely on durable. 
goods industries. The proposed use of con-. 
sumer credit controls could reduce the al- 
ready faltering demand for consumer dura-_ 
bles. Further restrictive policies aimed at 
this sector could easily aggravate general. 
recessionary tendencies. 


International Factors 

The international competitiveness of Canada 
is not immediately endangered by present’ 
inflationary trends. The major cost and price 
problems have been in goods and services. 
produced largely for domestic consumption, 
for example, government services, construc: 
tion, housing, food and personal and busi- 
ness services. It is likely that Canada’s trad. 
ing deficit on current account will be moré 


__ affected by changes in economic growth her¢, 


and in the United States, resulting from fisca. 
and monetary policies, than by an erosion 0” 
Canadian price competitiveness. The col, 
lapse of Canada’s world wheat markets is ai 
more immediate significance to the balanct. 
of payments and to regional economic healt 
than price increases of manufactured goods 


The Regional Aspects 

Federal policies are designed to deflate the 

Ontario economy. The recent federal budget 

extended the deferral of depreciation al- 

lowances on new commercial buildings in 

Ontario cities. Other selective measures 

included: 

e a tighter restriction of federal spending 

and loan activities in Ontario than in 
other regions; 

e persuasion of the banks to differentiate 
regionally in their lending policies; 

e the proposal to control consumer credit, 
the impact of which will fall heavily on 
Ontario manufacturers of durable goods. 

In total these policies constitute a broad, 

unitary-state application of economic policy 

rather than a co-ordinated, intergovernmen- 
tal package to increase output and lessen 
price increases. 

The inflexibility of these policies is dem- 
onstrated by their inability to resolve the 
problem of inflation without penalizing eco- 
nomic growth in Ontario, and their further 
inability to increase output in the under- 
employed regions. High levels of unemploy- 
ment have not stabilized prices in the low- 
growth regions. This is particularly relevant 
in the context of the alleged transmission of 
inflation from Ontario to other regions. Since 
little is known about inter-regional trade 
patterns, the assertion can neither be proven 
nor disproven with certainty. 

_ A number of factors tend to produce uni- 

form inflationary pressures in all regions. 

Among these are the effects of: 

monetary policy and the level of interest 

rates; 

e the pace-setting wage and salary settle- 

_ ments for employees under federal juris- 
diction; 

e the steady increases in property taxes and 
provincial taxes across the country which 
register directly in price indexes and result 
in compensatory wage demands. 

The use and extension of deferred depre- 
ciation allowances to cool off the construc- 
tion industry must be acknowledged now as 
a failure. It underestimates the severe re- 
Straining effects of monetary policy and the 
strength and importance of service industry 
capacity; it has merely emerged as one more 
cost element in rising construction prices. 
This kind of device lacks real selectivity be- 
cause it cannot discriminate according to 
local priorities. It is not likely to succeed with- 
out provincial-municipal economic planning 


support. The unilateral implementation of 
| 


| 


| 


this measure and its subsequent failure are 
indicative of the urgent need for alternative 
methods of establishing regional economic 
stabilization policies. 


THE STRUCTURAL PROBLEMS 
OF INFLATION 


This section examines some of the longer 
term structural problems in the Canadian 
economy encouraging inflation. Among these 
are public sector growth, the inflationary 
effects of tax increases, expansion of the 
service sector, population pressures, acceler- 
ated urbanization, and housing shortages. 
These longer-term structural forces are typi- 
cally those which need co-ordinated long-run 
planning and cannot be effectively handled 
with short-run economic policies. 


The Growth of the Public Sector 

The competition between the public and 
private sectors in the 1960s was accompanied 
by intense intergovernmental competition for 
tax fields and unco-ordinated expansion of 
spending programs. Federal shared-cost pro- 
grams, such as medicare, were imposed at a 
time when the public sector was already 
over-extended and unprepared to supply the 
required medical manpower inputs. On the 
finance side, the federal white paper pro- 
posals on tax reform were introduced with- 
out consideration of the parallel problems of 


tax-sharing and integrated federal-provincial 
and municipal tax-structure reform.! 

Public sector command of national eco- 
nomic resources grew from about 31 per 
cent of Gross National Product in 1960 to 
almost 35 per cent in 1969. Total govern- 
ment revenues, including Canada Pension 
Plan funds, increased from $9.4 billion in 
1960 to about $24.7 billion in 1969, an 
increase of 164 per cent compared to a 
growth in Net National Income of 104 per 
cent.2 This expansion of the public sector 
was accomplished by bidding away resources 
from the private sector. This inevitably led 
to compensatory price and income demands 
in the economy at large and put pressure on 
labour costs in the construction and service 
industries. 


Tax “Feed-Back” and Inflationary Cycles 
Governments expanded their share of Gross 
National Product in the 1960s by raising 
taxes and incurring frequent deficits. In 
addition to the normal progressivity of per- 
sonal income taxes there were increases in 
income tax rates, social security taxes, medi- 
cal premiums, retail sales taxes, and prop- 
erty taxes, all of which accelerated the rate 
of growth of public sector revenues. Table 4 
illustrates how the ratio of government tax 
revenues to personal income rose from 37 to 
43 per cent, a structural shift that increased 
inflationary wage and salary demands. 


Table 3 — Expansion of the Public Sector in Canada: Public Sector Expenditures 
Expressed as a Percentage of Total Gross National Expenditure 


Public Sector Expenditures 


Goods and services 
Transfers to persons 
Other payments 


Total: (i) gross 


(ii) excluding intergovernmental transfers 


1960 1969 

Per Cent 

18.6 19.8 
8.7 11.0 
6.4 8.0 

33.7 38.8 

30.9 Bel 


Source: Dominion Bureau of Statistics, National Income and Expenditure Accounts (unrevised). 


Table 4 — Public Sector Revenues and Personal Income 


1. Personal Income ($ million) 
2. Public Sector Revenues ($ million) 
3. Revenues as Per cent of Income 


1960 1965 1969 
25,075 35,149 57,002 
9,360 14,729 24,745 
37 42 43 


Source: Dominion Bureau of Statistics, National Income and Expenditure Accounts (unrevised), 
public sector revenues exclude investment income, withholding taxes and federal transfers to 


the provincial-municipal sector. 


1Ontario’s views on integrated tax reform were 
set out in “Reform of Taxation and Govern- 
ment Structure in Ontario”, Ontario Budget 
1969. Ontario Department of Treasury and 
Economics, Taxation and Fiscal Policy Branch. 


2Source: Dominion Bureau of Statistics, 


National Income and Expenditure Accounts 


(unrevised), Ottawa. 
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Much of this revenue was fed back into 
the personal income streams, either as direct 
transfer payments or as benefits in the form 
of services. The indirect tax increases affect- 
ed individuals psychologically, and registered 
statistically as inflation in the Consumer 
Price Index.? 

While taxes are a compulsory diversion of 
personal and business income and savings, 
the public does not accept this as a non- 
negotiable fact. Wage, salary and fringe 
benefit demands, and the competitive bid- 
ding for personnel, are sensitive to tax 
changes for many months after they occur. 
There is, therefore, a dual aspect to tax 
changes; in the first round the taxes may 
register as a decline in personal disposable 
income; in the second round compensatory 
wage and salary adjustments occur in re- 
sponse to this reduction in disposable in- 
come. Technically, if the market place is 
relatively fluid, only one tax increase is re- 
quired to move an inflationary wave through 
the entire range of goods and services. Taxes 
are powerful inflation generators because 
they apply across broad industrial and re- 
gional segments of the market rather than in 
isolated sectors. 


Urbanization and Population Growth 
During the 1960s the high-growth regions 
absorbed very large numbers of people. The 
population of Ontario grew by one- quarter 
and that of British Columbia by one-third. 
Table 5 shows the comparative changes for 
the various regions over the last ten years. 
Most of this growth occurred in the large 
urban centres. In the decade 1956-66 the 
absolute population of Ontario cities of 
100,000 and over increased by 1.35 million 
persons, whereas the total increase in popu- 
lation in this period was about 1.50 million 
persons. This continuing concentration of 


people and economic activities in the larger 
cities has generated economies of scale in 
many industries, but it has also produced 
pressures on the availability of serviced land 
and land prices, as is evident in the growth 
of apartments and high-rise office blocks. It 
has also demanded massive public capital 
outlays for schools, roads, hospitals, univer- 
sities, sewage systems, parks, and recreation 
and conservation areas. This type of growth 
pressure contributed strongly to price in- 
creases over the period. 


Costs in the Public Sector 

In addition to the inflationary bias of public 
sector growth, there has also been a rapid 
rise in unit costs in public services over the 
past decade. In part, this was a result of the 
intense competition for skilled personnel 
between the private and public sectors of the 
economy. The public sector’s requirement 
for teachers, nurses and professional and 
managerial skills rose rapidly through the 
1960s in response to the need to effectively 
staff and manage the large number of 
community service facilities brought into 
operation. Standards of public service per- 
formance and administration were raised and 
the price for the necessary skills had to be 
met in order to attract competent staff. 

The growth in service industry and public 
sector employment was one cause of the 
rapid rise in wages and salaries for these 
groups. However, there was also a long-run 
pressure to narrow wage and salary differen- 
tials between the public sector and the 
commercial sector. Although more restraint 
in the public sector might have lessened the 
strength of this movement, there would still 
have been a catch-up thrust in “service- 
occupation” salaries which would have oc- 
curred regardless of the impact of monetary 
and fiscal policy. 


err ee 


Table 5 — Regional Population Growth in Canada — 1959-1969 


SS 


1959 1969 000’s % 

Atlantic 1,843 2,012 169 9.1 
Quebec 5,024 5,984 960 19.1 
Ontario 5,969 7,452 1,483 24.8 © 
Prairies 3,046 3,499 453 14.9 
British Columbia 1,567 2,067 500 31.9 
Canada 17,483 21,061 3,578 PAW es 
Ontario as Per Cent of Canada 34.1 35.4 41.4 


Source: Dominion Bureau of Statistics, Estimated Population of Canada by Province, Ottawa. 


3Jt is a limitation of the present method of 
registering inflation in official statistics that, if 
there is an increase in public sector output 
which is financed by indirect taxes, then 
components of the Consumer Price Index will 
automatically increase, regardless of whether 


Population (000’s) 


Change 1969/59 


the public is “buying” an increased volume of 


public services with the increased taxes. In 


other words, if all public sector expansion in 
the.1960s had been financed by indirect taxes, 
then official statistics would have registered a 
significantly larger increase in the Consumer 


Inflation in operating costs and lags in the — 
application of new technology have been a 
particularly severe and difficult problem in 
the provision of a wide range of public ser- 
vices. It is therefore a high priority of current 
Ontario Government policy to determine and 
to implement long-run managerial and tech- 
nical changes in public services to «improve 
productivity and lower unit costs. The On- 
tario Government’s Productivity Improve- 
ment Project utilizes both business and 
government expertise to achieve these ob- 
jectives. The establishment of a federal- 
provincial task force on cost-effectiveness in 
shared-cost programs is another example of | 
the concern in this area and of the steps 
being taken to remedy the problem. 


The Special Importance of Housing 
Wage and salary demands are extremely, 
sensitive to trends in the price of consumer: 
necessities, such as shelter. Rent and the 
costs of home ownership constitute a large. 
proportion of most family budgets; hence, 
the effect of inflation on these important 
costs leads the consumer to adjust his wage: 
demands accordingly. : 
By 1969 shelter costs were rising at 7. 5 
per cent a year, which was faster than any} 
other component in the Consumer Price: 
Index. This behaviour resulted from four 
factors, two of which emanate directly from: 
government policies: 
e the high cost and limited availability of 
mortgage money; 
e the dependence of municipal governments, 
on property taxes as a major source of 
revenue; 
e high rates of family and household forma- | 
tion; 
e the impact of accelerated urbanization on) 
land prices. 
Policies of monetary restraint are counter: 
productive in curing inflation in this sector 
because the basic problems are long-term 
in nature. The housing sector requires CO-) 
ordinated public policies at all levels ol 
government to minimize supply bottlenecks, 
speculative pressures, financing delays anc 
high tax burdens. 


j 


CO-ORDINATING ECONOMIC POLICY 
IN CANADA 


This section examines some alternatives t¢ 
existing crisis-oriented economic policies. It 
particular, it suggests that Canada shoul¢ 
aim for steady growth in the public ane 


Price Index. On the other hand, if they had 

been financed entirely by increases in personal \ 
income taxes, the direct effect on statistical ! 
measures of consumer prices would have been 
zero. 


{ 


housing sectors. It also suggests the need for 
development of more effective and flexible 
policies to stabilize the private sector.* 


The Economic Objectives of Federalism 
Canada lacks national economic goals of an 
explicit order.* Currently economic and 
social targets are typically embodied in the 
piecemeal introduction of individual pro- 
grams, for example,- medicare, regional de- 
velopment and tax reform proposals. In this 
process the overall priorities, the available 
options, and the very important ramifications 
for the total public sector are inadequately 
considered. For example, the substantial 
build-up of federal government fiscal capa- 
city, as a result of the combination of a high 
revenue growth capacity and recent tax in- 
creases, has not been linked with any reveal- 
ed strategy of economic objectives. (This 
build-up would be accelerated by the initial 
revenue gains and the increased growth ca- 
pacity of income taxes under the new federal 
white paper proposals for taxation reform.) 
Under these circumstances, it is not possible 
at the present time to develop a co-ordinated 
set of federal and provincial-municipal prior- 
ities within a cohesive policy framework. 


‘The Weakness in Existing Mechanisms 

of Co-ordination 

The difficulty of controlling inflation in Can- 
ada illustrates the fundamental weaknesses 
‘in federal-provincial co-ordination of eco- 
nomic policy. The Standing Committee on 
Finance, Trade and Economic Affairs, of the 
‘Canadian House of Commons, has made the 
following two points in reporting on infla- 
tionary influences: 


. . the influence of governments at all 
levels needs to be examined in far greater 
detail. We noted that there has not been 
enough collaboration between the federal 
government and the provinces in discuss- 
ing their separate spending plans. 

The public should be able to expect that 
future expenditures of governments at all 
levels will occur only within the context of 
a set of clearly established priorities based 
on cost-benefit analyses and that existing 
expenditures will be perpetuated only if 
they pass continuing examination that 
utilizes worthwhile efficiency criteria.® 


Current economic and fiscal debates in 
Canadian federalism are locked in a rigid 
framework of confrontation. To improve this 
‘situation governments must develop basic 


4Ontario has advanced proposals on the de- 
velopment of federal-provincial policy 
co-ordination at numerous intergovernmental 

conferences. See, for example, The Purpose 
and Objectives of the Tax Structure Commit- 
tee. Ontario Department of Treasury and 


research into new policy options and ap- 
proaches. Little progress has been made in 
this regard since the Rowell-Sirois studies in 
the late 1930s. New policy systems must be 
more sensitive to the economic subtleties of 
federalism, rather than oriented to unitary- 
state economics. In particular, the growth of 
provincial and municipal responsibilities and 
functions must be recognized and accepted 
as a fact of federal life in Canada. 

It is a matter of historical record that 
existing approaches to economic policies in 
Canada have been unable to achieve a lasting 
solution, either to long-run differences in 
regional growth or to short-term fluctuations 
in prices and business activity.’ A modern- 
ized fiscal policy would provide greater 
recognition of the complexities of inter- 
regional linkages and a more appropriate 
balance between the private and public sec- 
tors. It would also make provision for long- 
term technological changes, accelerated ur- 
banization, and the rapid growth of the 
service industries. 


The Importance of the Provincial-Municipal 

Sector in Policy Co-ordination 

The distribution of powers by functional 
importance is weighted heavily in the direc- 
tion of the provinces. The provincial-muni- 
cipal sector accounts for close to 60 per cent 
of public sector expenditures in Canada, and 
for about 80 per cent of capital investment 


by all governments. Ontario accounts for 36 


per cent of total provincial-municipal spend- 
ing and is the source of about 42 per cent of 
the federal government’s revenues. The grow- 
ing importance of the provincial-municipal 
sector and the fiscal significance of the high- 
growth regions should be accompanied by a 
more important role for the provinces in 
overall policy formulation. 


Economic Data Requirements 

The economic data requirements of a co- 
ordinated fiscal policy extend beyond the 
present aggregative methods of the Tax 
Structure Committee.’ An urgent need exists 
to develop the economic data appropriate to 
a federal system of regional economies, each 
with unique characteristics and growth prob- 
lems. The elements of a co-ordinated fiscal 
policy become ambiguous and unreliable in 
the absence of sound basic economic data on 
gross provincial products, regional flows-of- 
funds, the federal government impact in each 
province, and the inter-regional flows of 


Economics, Taxation and Fiscal Policy Branch. 
5See Economic Council of Canada, Sixth 
Annual Review: Perspective 1975, Ottawa. 
6Standing Committee on Finance, Trade and 
Economic Affairs, Minutes of Proceedings and 
Evidence. No. 14, second session, twenty- 


goods and services. In particular, there is a 
need for: 


e a clearer recognition in federal govern- 
ment statistical gathering operations that 
Canada is composed of distinct regional 
economies; 

e official economic data showing the im- 
pact of federal fiscal and monetary opera- 
tions in each regional economy; 

e a more intensive effort in economic fore- 
casting and analysis at both the national 
and regional levels, with ample time for 
all participants to study and discuss the 
results; 

e joint consideration of anticipated mone- 
tary policy including the regional impli- 
cations of changing monetary conditions 
and the regional aspects of flow-of-funds; 

e joint consideration of private and public 
sector capital needs, public borrowing, 
debt management and cash reserve poli- 
cies, and utility financing; 

e breakouts of federal revenue and expendi- 
ture projections by province, so that pro- 
vincial economic and fiscal planning can 
take federal actions into account; 

e consideration of the impact of tariff and 
trade policies on regional economies. 


Only with improved economic data of this 
kind can effective liaison between govern- 
ments be developed. 


Sectoral Stabilization Policies 

According to conventional economic theory, 
the public sector should manipulate its reve- 
nues and expenditures to be counter-cyclical. 
For the most part, this has proven to be an 
unobtainable goal. Discretionary changes are 
still cumbersome and likely to generate pro- 
cyclical, or perverse economic effects. 

Many of the difficulties of economic pol- 
icy-making could be avoided if governments 
in Canada could agree to a long-run strategy 
to stabilize public sector growth. Such plan- 
ned and co-ordinated development of the 
public sector over the long-run would have 
to be supplemented by automatic tax and 
social security stabilizers. 

To define and stabilize the rate of growth 
in the public sector would require intergov- 
ernmental agreement on: 

e the target share of GNP to be allocated to 
public sector uses over a period of years; 

e acommitment to stable rates of expansion 
by each jurisdiction; 

e an agreed long-term developmental plan 
with explicit priorities; 


eighth Parliament, 1969-70. 

7For an evaluation of post-war fiscal policy 
actions, see Report of the Royal Commission 
on Taxation, Ottawa, 1966, Vol. II, Chp. 3. 
8See The Purpose and Objectives of the Tax 
Structure Committee, Op. cit. 
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e performance targets, relating to cost and 
service levels in the public sector, to mini- 
mize the opportunity costs of public ex- 
penditures; 

e automatic compensatory payments to the 
fixed and low-income persons, involving 
co-ordinated federal-provincial welfare 
systems; 

e a long-range tax co-ordination program to 
lessen the provincial-municipal sector re- 
liance upon regressive sales and property 
taxes and to increase their access to in- 
come taxes; 

e timing and queuing of public sector issues 
in domestic capital markets. 


This type of co-ordination is urgently 
required, for example, to encourage long-run 
orderly expansion of the supply of housing. 
The Canadian Parliamentary Standing Com- 
mittee on Finance, Trade and Economic 
Affairs, in its fourteenth report says of the 
housing sector: 


In the Committee’s view the housing pro- 
gram should be used to meet the housing 
needs of the country and should not be 
used as a device for the stimulation or 
otherwise of the economy.? 


This statement accords with the Ontario 
Government’s view that housing is a high 
priority sector and should be incorporated 
into long-term stabilization plans. 

The realization of stable public sector 
growth would not eliminate the need for 
counter-cyclical measures, especially where 
changes in foreign conditions affect Canada’s 
balance of payments and the exchange value 
of the dollar. Nor would it eliminate the 
volatility of private investment, consumer 
durable sales, farm inventories, and foreign 
trade. It would, however, go a long way to- 
wards effectively isolating these problems for 
special stabilization treatment. There still 
would be a need to determine priorities in the 


private sector and thus establish residual 
trade-offs against public sector programs. 


Co-ordination of Tax Policies 

The co-ordination of tax policies is one of 
the most pressing problems of Canadian fed- 
eralism. The intergovernmental Tax Struc- 
ture Committee was formed in. 1964 for the 
purpose of projecting the expenditures and 
revenues of the public sector, and of studying 
the problem of fiscal balance and tax co- 
ordination. Its activities did not result in any 
major improvements in federal-provincial 
tax sharing. Two new ground rules have been 
established by the federal government since 
1966. They are: 


e no further increases in fiscal transfers to 
the provinces; 

e the development of the Principle of Equal 
Access. 


Under the first rule, the federal govern- 
ment argues that it cannot consider further 
increases in abatement of the personal in- 
come tax to the provinces because it needs to 
maintain a commanding majority position in 
the field for fiscal policy purposes. The On- 
tario Government has pointed out, however, 
that federal occupancy is far greater than 
that required both to meet the growth of its 
existing expenditure commitments and to 
change the total federal and provincial in- 
come taxes for fiscal policy purposes. This 
extra occupancy merely serves to provide the 
federal government with a high-growth reve- 
nue capacity to finance the continued intro- 
duction of new expenditure programs. !° 

Under the Principle of Equal Access each 
level of government is held responsible for 
raising its own revenues to finance expendi- 
tures. These two rules have prevented the 
development of a co-ordinated and harmo- 
nized federal-provincial tax structure in 
Canada. The federal white paper proposals 


on taxation reform would worsen the situa- 
tion by pre-empting the provinces from 
increased use of income taxes, and by in- 
creasing the flow of fiscal resources to the 
federal government. If the revenues resulting 
from these proposals are not to be shared 
with the provinces, then the problem of fiscal 
imbalance at the provincial-municipal level 
will be increased and the provision of essen- 
tial public services will be adversely affected. 
The major question in tax co-ordination for 
Canada is how, under a regime of indepen- 
dent taxation, the various governments will 
move to solve their financing problems with- 
out the destruction of a uniform Canadian 
tax structure.!! 

New approaches to this problem are nec- 
essary. There is a need for new conventions 
within which independent tax actions should 
take place. Existing intergovernmental fi- 
nance discussions should be moved beyond 
the consideration of total revenue and expen- 
diture projections into the following areas: 


e the wider interprovincial implications of 
particular tax changes within the total tax, 
framework; 

e the economic implications and tax-export- 
ing properties of certain tax policies; 

e insight into which taxes are best used for) 
particular types of objectives by federal 
and provincial-municipal governments; 

e the essential requirements for complemen- 
tary and non-competitive actions. 


Conclusion 

The foregoing article has reviewed some of 
the problems of designing and co-ordinating) 
economic policies appropriate for Canada’s 
diversified economy. It suggests that new 
initiatives are required to define national ob- 
jectives and to strengthen Confederation. The 
paper is offered as an initial contribution by’ 
the Government of Ontario to this process. 


9Standing Committee on Finance, Trade and 
Economic Affairs, Minutes of Proceedings and 
Evidence, No. 14, second session, twenty- 
eighth Parliament, 1969-70. 


10See Alternative Methods of Transferring 
Federal Tax Revenues to the Provinces, 
Ontario Government, August, 1966: pre- 
sented to the federal-provincial Continuing 
Committee on Economic and Fiscal Matters, 
Mont Gabriel, September, 1966. 


presented to federal-provincial Constitutional 
Committee, Ottawa, June, 1969. 


11See Intergovernmental Finance and Ontario’s 


White Paper on Provincial-Municipal Reform, 


Ontario Department of Treasury and Eco- 
nomics, Taxation and Fiscal Policy Branch: 
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A publication of the 
Department of Treasury 
and Economics 
Government of Ontario 


Hon. Charles S. MacNaughton 
Treasurer of Ontario and 
Minister of Economics 

H. Ian Macdonald 

Deputy Minister 


The Ontario Economic Review is prepared 
and edited bimonthly in the Economic 
Analysis Branch of the Economic and 
Statistical Services Division, Department 

of Treasury and Economics. The review 
presents articles of interest as well as current 


information on economic activity in Ontario. 


Signed articles reflect the opinions of their 
authors and do not necessarily represent 
the views of the Department. 
Subscriptions can be obtained free of 
charge by writing the Editor, Ontario 
Economic Review, Department of 
Treasury and Economics, Frost Building, 
Queen’s Park, Toronto 182, Ontario. 


About the Review 

The feature article for the July/August 
edition of the Ontario Economic Review 
presents the first in a series of regional 
development reports under the Provincial 
Government’s Design for Development 
Program. As implied by the title, this report 
on the Toronto-Centred Region provides 
the basic concept for the comprehensive 
development of an area within an arc 
extending 90 miles from Toronto. 

This report is based upon a foundation 
of extensive and intensive research. A 
substantial contribution was made by the 
earlier Metropolitan Toronto and Region 
Transportation Study and by both public and 
private reactions to a published volume of 
that study, Choices for a Growing Region, 
released in June 1968. The report is also 
based on important suggestions from the five 
Regional Development Councils and the 
five Regional Advisory Boards within the 
broad area. Many of the Provincial 
Government Departments and Agencies 
have also contributed substantially. The final 
report was co-ordinated by the Regional 
Development Branch of the Department of 
Treasury and Economics under the general 
supervision of the Interdepartmental 
Advisory Committee on Regional 
Development. 


In a short article on the recently 
announced United Kingdom tax cuts, 
R. G. Holloway of the Taxation and Fiscal 
Policy Branch, Department of Treasury 
and Economics examines some of the links 
between the high rates of U.K. taxation and 
inflation and outlines possible consequences 
of the proposed reductions. 
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Indicator Charts, Pages 14-16 

Fluctuations in aggregate economic activity 
— commonly used to define business cycles — 
do not necessarily correspond with fluctua- 
tions in the individual activities which make 
up the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 

grow more rapidly than others, some 

change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 14-16 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a | 
comparison of the amplitude of fluctuations. _ 
Of the three vertical scales used — ‘A’ | 
(arithmetic) and ‘L 1’ and ‘L 2’ (logarithmic | 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


U.K. Tax Cuts to Combat Inflation 


R. G. Holloway, Economist 
Department of Treasury and Economics 


There is nothing new in the theory that very 
high taxation is inflationary. More than 
twenty-five years ago the maximum tolerable 
peacetime burden of taxation was estimated 
by Colin Clark as 25 per cent of national 
income and Keynes lent his support to this 
view. 

What is new is the weight of evidence 
which has accumulated to support this theory. 
The United Kingdom’s experience over the 
past six years has been one of massive tax 
increases on a scale unprecedented in peace- 
time, with the burden of taxation rising from 
under 40 to over 50 per cent of national 
income. These massive tax increases have 
been followed by accelerated inflation. The 
latest indicators show retail prices rising at 
an annual rate of 10 per cent — twice the 
rate of a year ago and three times the rate 
experienced under the previous Conservative 
administration — with wage rates rising at an 
annual rate of 14 per cent. 


Major Factors 

Taxation has not been the sole cause of this 
inflation. Devaluation has been a major fac- 
tor and a misallocation of resources resulting 
from misguided industrial location control is 
probably another. There have also been 
mistaken monetary policies and there can be 
no doubt that the Bank of England’s support 
of the gilt-edged market (now abandoned) 
has been a prime factor. Since there have 
been many influences at work it is not possi- 
ble to isolate and quantify the inflationary 
impact of taxation. There can be little doubt, 
however, that the new Government is right 
in its view that the very high taxation of re- 
cent years has been inflationary. 

The Labour Government had been elected 
to office in 1964, and again in 1966, largely 
on the basis of its promise to achieve a higher 
rate of economic growth which would permit 
a substantial expansion of public services 
with no long-term increases in the burden of 
taxation. The Government was thwarted in 
this aim by the legacy of a £800 million 
balance of payments deficit which it inherited 
from the Tories and by its failure to recog- 
nize the necessity for immediate devaluation. 
The acute need for increased outlays on such 
items as roads and hospitals and political 
promises for higher pensions could not be 
abandoned, however, although the initial 
explosive increase in expenditure was eventu- 
ally brought under control. 

The massive increase in taxation under 
the Labour Government is partly illusory, 


U.K. and Ontario Taxes Compared 


U.K. (1969-70) Ontario (1970-71) 


£ millions % $ millions % 
Taxes on income 6,575 36.9 1,416 Aes) 
Health insurance, etc.> D3Vri| 13.0 594 1220 

Import deposits 184 1.0 _ — 
Local property taxes* 1,709 96 1,418 28.5 
Other expenditure taxes4 6,292 8573 1,364 27.4 
Taxes on capital 762 4.3 177 3.6 
TOTAL 17,843¢ 100.0 4,968 100.0 


aExcluding tax revenue retained by the federal government. 

‘Contributions paid by employees may be classified as taxes on income and contributions paid by 
employers as taxes on expenditure. Employer contributions in Ontario are estimated as $375 mn. 

‘In the U.K. these are assessed on the annual value of the property and levied on the occupier, except 
where occupation is by daily or weekly rental. The Ontario tax is assessed on the capital value and 
levied on the owner. The U.K. tax is therefore a tax on expenditure while the Ontario tax is a tax on 


capital. However, tax shifting makes the practical difference negligible. 


dIncluding vehicle licences and driver permits. 
e€E quivalent to 51% of national income. 


however, since much of the increased revenue 
was transferred back to the private sector, 
including industry. The taxes paid by cor- 
porations rose steeply with the abolition of 
capital allowances as deductions from tax- 
able income, increases in the rate of corpora- 
tion tax, and the introduction of redundancy 
fund payments, industrial training levies and 
the selective employment tax. However, 
much of the increased revenue was paid back 
to industry in the form of rebates, investment 
and training grants, and regional employ- 
ment premiums. At the same time there was 
a net transfer from middle and upper income 
taxpayers to those with lower incomes and, 
in addition, a substantial switch in resodices 
from capital formation in the private sector 
to public expenditure programs. Even where 
this public expenditure is productive (as in 
the case of motorways) the pay-back period 
is substantially longer than for private sector 
outlays on such items as plant and machin- 
ery. Under full or nearly full employment 
conditions, in the short term, such expendi- 
ture is inflationary. 


Adverse Effects 

The Labour Government recognized that the 
taxation of personal incomes had already 
reached a level where further increases would 
have adverse effects on incentives but it failed 
to recognize that higher taxes on profits 
penalized efficiency and restricted the supply 


of capital, both from retained profits and 
from new equity issues. This situation was 
worsened in that the investment grants which 
the Government paid to manufacturing in- 
dustry were given irrespective of the pros- 
pects for profitability. Further, the regional 
employment premiums probably resulted in 
a misallocation of resources, particularly 
if viewed over the short and medium run; 
while the redundancy fund and increases in 
social security payments enabled the unem- 
ployed to stay out of work longer without 
the hardship which would previously have 
been experienced. 

Part of the burden of the higher taxation 
of corporate profits (seemingly one-half) 
was passed on to the consumer in the form 
of higher prices while the other half has 
been borne by the shareholder. But most of 
the burden of the selective employment tax 
and of the increases in purchase tax and 
excise duties was passed on in the form of 
higher prices or of a falling quality of ser- 
vices. Paradoxically, in the short run the 
effect of these higher taxes was both in- 
flationary and deflationary. They were in- 
flationary in the sense that they increased 
prices and they were deflationary in the sense 
that they dampened the growth in the volume 
of consumer expenditure — thus achieving 
their intended purpose in releasing resources 
for export and investment (which, however, 
remained depressingly low). In the longer 


U.K. Tax Cuts to Combat Inflation 


term, however, it has not proved possible 
to restrain wage demands made to compeli- 
sate for the rise in prices, and the consequent 
rise in the volume of consumer expenditure 
has imposed an inflationary strain on re- 
sources. 


Promised Cuts 

The ‘Conservative Government has an- 
nounced that it intends to cut taxes to combat 
inflation. The details of these cuts have not 
yet been announced but past policy state- 
ments indicate that the new administration 
appreciates both the inflationary effect of 
direct taxes through incentives and the in- 
flationary effect of indirect taxes through: 
wage demands, with secondary effects in each 
case. The Conservative policy is essentially 
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to cut the burden of direct taxes to improve 
incentives. It is also hoped that the resulting 
expansion of demand will lead to increased 
investment and productivity growth. If the 
short term impact on imports and the diver- 
sion from exports can be borne, this hope 
may very well be fulfilled. This is a big “if”. 

It is clear that the Conservative Govern- 
ment wishes to cut the standard rate of 
personal income tax and to lower the surtax 
which is imposed on those with substantial 
incomes. The Conservatives have also prom- 
ised to modify the capital gains tax (an 
action which should improve the supply of 
savings) and they also intend to abolish the 
investment grants and regional employment 
premiums, thus permitting a cut in corporate 
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taxation. They have also promised to abolish 
the selective employment tax, though this 
probably means converting it into a general 
payroll tax or absorbing it in the value added 
tax which has also been promised. The evi- 
dence on the effect of a value added tax on 
prices is not conclusive but it appears that 
the short-term effect is inflationary while the 
longer-term effect is greater efficiency, re- 
sulting in enhanced growth—more than 
would be achieved through raising the same 
amount of revenue by taxing profits. A fur- 
ther reduction in the burden of the British 
taxpayer can be anticipated from the prom- 
ised abolition of farming subsidies and the 
substitution of an import levy on food —a 
levy which must in part be borne by foreign- 
ers, notably including Canadians. 
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Design for Development: The Toronto-Centred Region 


Regional Development Branch 
Department of Treasury and Economics 


INTRODUCTION 


The approach toward a development con- 
cept for the Toronto-Centred Region began 
in December, 1962, when the Government 
of Ontario issued an Order-in-Council estab- 
lishing the Metropolitan Toronto and Region 
Transportation Study, (MTARTS). In June 
1968, the final report was officially released. 
Volume 2 of the MTARTS Study, Choices 
for a Growing Region, was a study of alterna- 
tives for the emerging development pattern. 

The Government then requested public 
and private briefs so that an acceptable re- 
gional plan could be made. This process 
overlapped the province-wide planning, on a 
regional basis, that had already begun with 
the announcement of Design for Develop- 
ment in April 1966. An interdepartmental 
Goals Planning Committee was established 
to evaluate the incoming briefs and alterna- 
tive Goals Plans set out in the MTARTS 
report. 

In October 1969, the MTARTS study was 
enlarged and the new area was entitled 
the Toronto-Centred Region. Although the 
MTARTS study area was suitable for trans- 
portation planning, it was not entirely appro- 
priate for regional planning. The added por- 
tion forms an arc outside the old MTARTS 
area, and includes Kitchener-Waterloo, 
Brantford, Midland, Peterborough, and rec- 
reation districts to the north and north-east. 


Purposes of the Report 

The purposes of this report are to establish 
the Development Concept as a guideline to 
be followed in all government decisions hay- 
ing an effect on the Region, and to provide 
a basis for public reaction as to how the 
Regional Development Concept can be car- 
ried out and how the broad proposals con- 
tained in it can be made more specific. 

The section on Regional Development 
Perspective places the Region in the eco- 
nomic, social, and geographic context of 
north-eastern North America, Canada, and 
the Province of Ontario. The geographic 
structure and dynamic interrelationship of 
the Region with its Metropolitan core are 
described. The physical features which exert 
the predominant influences on the Region’s 
shape are discussed. Finally, the changing 
parameters of development in the region are 
listed. 

Five fundamental planning principles and 
twelve basic goals, all of which have been 
adopted as guides for decision in aiming at 
conclusions, are listed and explained. 


Trends of the Region’s past and current 
growth are described and evaluated against 
these principles and goals to yield a state- 
ment of present major inadequacies and 
future problems of such trends. 

Finally, the focal points of future develop- 
ment policy are discussed along with the 
fundamental reasons for each. The urban 
pattern is stressed, with special attention to 
the Lake Ontario urbanized area and the 
potential for urban development elsewhere 
in the Region. Basic guidelines for regional 
land use are given. The special role of trans- 
portation is pointed out. 


SUMMARY OF FINDINGS AND POLICY 
RECOMMENDATIONS 


The Toronto-Centred Region’s population 
is expected to reach the neighbourhood of 8 
million by the year 2000, compared with 3.6 
million in 1966. 

Increases in family income, mobility and 
leisure time will make the Region more 
accessible and more extensively used. The 
Region will continue to grow as part of the 
Chicago-Detroit-Toronto-Montreal megalo- 
polis and as the financial, manufacturing, 
cultural and communications centre of 
Canada and especially of Ontario. 

Within the Region growth is increasingly 
concentrating in the metropolitan core and 
towards the west and south-west. There is 
only modest growth to the north and east — 
even in those places which have the capacity 
to attract their own residents and commuters 
and thus reduce congestion elsewhere. 

From an urban perspective, growth is 
“suburbanizing” predominantly westward in 
a pattern that contains aspects of unstruc- 
tured sprawl. Within the commuting area 
surrounding Metropolitan Toronto, quanti- 
ties of land are being removed prematurely 
from agricultural and recreational use both 
for low density residential purposes and for 
speculation. 

In the peripheral belt, which has a special 
recreation relationship to the urban popula- 
tion of the Lake Ontario urban corridor, 
summer residences are taking up sizable 
quantities of land, particularly along the 
lakefronts. 

The problems of such trends, if they are 
not properly structured, can be broadly 
grouped as follows: 

Massive Urbanization, Congestion: Diffi- 
culties in environment, housing, traffic, rec- 
reation, urban design and access to and from 
the hinterland. 


3 


Urban Form: Inefficiencies in the provi- 
sion of flexible, least-cost, high-performance 
trunk services, such as transportation and 
water and sewer. 

Region’s Space and Resources: Insufficient 
use of districts with good development po- 
tential, but beyond easy commuting range 
of Metropolitan Toronto. 

Provincial Integration: Detraction from 
effective integration of the northern and 
eastern parts of the Province with the 
Toronto-Centred Region because of the 
strong thrust to the west and southwest from 
Metropolitan Toronto. 

Regional Environment: Misallocation of 
prime recreation and agricultural areas. 

The main purposes of the Toronto-Centred 
Region Development Concept are to: (1) 
shape the growth of the Region’s metro- 
politan core into a two-tiered urbanized area, 
(2) encourage growth in selected communi- 
ties beyond easy commuting range of Metro- 
politan Toronto, and thus help to decentral- 
ize the Region and prevent a swollen growth 
within and near Metropolitan Toronto, and 
(3) set basic guidelines for regional land 
use. Of the Region’s expected population of 
nearly 8 million people, 5.7 million, or 71 
per cent are targeted for the lakeshore 
urbanized area; 300,000, or 4 per cent for 
the adjacent commuting zone, and 2.0 mil- 
lion or 25 per cent for the peripheral belt. 
(These are shown as zone 1, 2 and 3, re- 
spectively, in Plate 3.) The key points of 
future development policy are: 

Develop a well-structured, urbanized 
zone from Bowmanville to Hamilton for 
a population of approximately 5.7 million 
by the year 2000, the structure to be 
basically a two-tiered arrangement of 
cities separated by a parkway belt of open 
space with mainly non-urban uses, but 
containing high-performance inter-urban 
transportation and other trunk services. 
Stimulate the eastern corridor to a higher 
growth rate. 

Encourage growth in key places to the 
north (such as Barrie and Midland) and 
the east (such as Port Hope and Cobourg) 
where there already exists an unused po- 
tential for development. If so encouraged, 
such places will attract their own daily 
commuters and thus will reduce com- 
muting congestion to and from Toronto. 

Try to resolve the growth problem 
of the Kitchener-Waterloo-Galt-Preston- 
Guelph area without drawing upon it to 
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make room for growth touched off by 
Toronto. 

Reserve sizable districts northeast and 
northwest of Metropolitan Toronto for 
open space, conservation areas, recreation 
and agriculture. 

Carefully encourage selected communi- 
ties along the northern route between 
Metropolitan Toronto and Barrie (Rich- 
mond Hill, Aurora, Newmarket) using 
existing and prospective public facilities. 

Maintain the Georgian Bay shoreline, 
Lake Simcoe, Kawartha Lakes and the 
Niagara Escarpment as well as parts of 
the Lake Ontario shoreline, for conserva- 
tion and recreation uses for the expanding 
population. 

Develop a transportation pattern to pro- 
vide the best possible service for all parts 
of the Region as envisaged in this Con- 
cept. 


THE REGIONAL DEVELOPMENT 
PERSPECTIVE 


Development of the Toronto-Centred Region 
must consider: (1) the overall economic, 
social and geographic context in which the 
Region grows, (2) the geographic structure 
and dynamic interrelationships between the 
Region and the Metropolitan Toronto re- 
gional core, (3) the physical features which 
constrain and shape the Region’s growth, 
and (4) the changing conditions of regional 
development, which continually alter the 
relationship of population to space. 


The International, National, and 

Provincial Context 

The first perspective of regional development 

in the Toronto-Centred Region is the inter- 

national, national, and provincial context. 
The development of the Region obviously 
is greatly dependent upon the role of the 

Region in the Northeastern quadrant of 

North America, in Canada and in the Prov- 

ince of Ontario. 

a) The Toronto-Centred Region is strongly 
influenced by surrounding major metro- 
politan centres of Northeast North 
America — New York, Boston, Detroit, 
Chicago, St. Louis, Montreal. The mar- 
ket within 500 miles includes 90 million 
people. (see Plate 1). 

b) The Region is in close proximity, and 
has strong economic linkages, to the 
heartland of American industry, which 
is found in the Chicago-St. Louis-Cincin- 
nati-Cleveland quadrilateral and reaches 


eastward, in both Canada and the United 
States, to such leading seaports as Mon- 
treal and New York. 

c) With increasing economic interdepen- 
dence, these linkages have stimulated a 
development corridor between Chicago 
and Montreal (the Great Lakes-St. Law- 
rence Megalopolis ) of which the Toronto- 
Centred Region is a major sector. 

d) Because of the location within the Great 
Lakes-St. Lawrence Megalopolis, the 
Toronto-Centred Region probably can 
increase its economic role in processing 
resources which currently originate in 
Northern Ontario, and move to major 
markets in the Chicago-Detroit-Cleve- 
land industrial area. 

e) This Region performs a leading manu- 
facturing, financial, and cultural role in 
Canada. The manufacturing predomi- 
nance is partly a result of the adjacent 
location to American firms with branch 
plants producing for the Canadian mar- 
ket. Metropolitan Toronto is a focus of 
cultural and financial leadership in meet- 
ing national aspirations. It also is a 
national communications centre. 

f) The primacy of the Region in the Prov- 
ince’s economic, social and cultural life 
needs no elaboration. The Region ac- 
commodated 3.6 million of the Prov- 
ince’s 6.96 million people in 1966. This 
was 52 per cent of the total, and the 
proportion is still rising. 

g) The inequity of opportunity and income 
between the Toronto-Centred Region 
and the Georgian Bay, Northeastern and 
Eastern Ontario regions, is one of the 
Province’s most critical development 
problems. 


Geographic and Functional Structure 

of the Region 

The Region is shown on Plate 2. The second 

perspective is the set of geographic and func- 

tional interrelationships among (a) the lake- 
shore urbanized area, (b) the commutershed, 
and (c) the peripheral zone. 

a) The lakeshore urbanized area is that zone 
which encompasses the Metropolitan 
core itself, plus reasonably adjacent ur- 
ban settlement. On Plate 3, this is shown 
as Zone |. 

b) The commutershed is that zone beyond 
the lakeshore urbanized area but within 
easy daily commuting range of employ- 
ment in Toronto. On Plate 3, this is 
shown as Zone 2. 


c) The peripheral zone is that belt beyond 
the commutershed which is still well 
within the orbit of highly specialized in- 
fluences of the Metropolitan core. Its 
economy is tied to the Region’s core, and 
it acts as open space and recreation terri- 
tory for the urban population. On Plate 
3, this is shown as Zone 3. 

In this three-zone geographic breakdown 
shown on Plate 3, the actual boundary 
lines are drawn to reflect improvements in 
transportation and continued mass urban 
development along the Lake Ontario shore. 

The highlights of the functional inter- 
relationships of these zones in the Toronto- 
Centred Region are as follows: 

a) The southwestern districts of Zone 3 are 
well developed, with urban places func- 
tionally tied to the Metropolitan Toronto 
core. 

b) The northern and northeastern districts 
of Zone 3 now have a special recreational 
relationship to the population of Metro- 
politan Toronto, but offer promise of 
urban development. 


Physical Features which Shape the Region 

Very prominent physical features set the 

northern, eastern and southern boundaries: 

a) The shape of the land area of southwest- 
ern Ontario, and its two-point connection 
to the American land mass exert a very 
strong westward attraction in the direc- 
tion of development. 

b) The Georgian Bay shoreline and the edge 
of the Canadian Shield provide a physical 
border to development in the north and 
northeast. 

c) In the eastern part of the Region, the 
Canadian Shield forces development into 
a narrow neck of land along Lake On- 
tario. 

d) The location of the Region and Metro- 
politan Toronto on a more or less 
straight shoreline limits development to 
a semicircular arc. 

Physical features shape regional growth 
by acting either as constraints or attractions 
to development. 

a) The high quality agricultural land which 
is predominantly to the west of Metro- 
politan Toronto was the earliest attrac- 
tion and therefore set historical develop- 
ment patterns. 

b) The location of Lake Simcoe makes 
Simcoe County a natural transportation 
corridor to Northern Ontario. 
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c) The interior watersheds do not have 
extremely large rivers to tap for water 
supplies and to carry treated sewage 
effluent, thus limiting the location of 
larger urban centres to the Lake Ontario 
Shore or to Georgian Bay, rather than 
the interior. 

d) The scenic and recreational assets of the 
Niagara Escarpment, Lake Simcoe, the 
Georgian Bay shore and the Kawartha 
Lakes naturally restrict their use for 
urban purposes. 


Changing Regional Development Conditions 
Population growth in the Toronto-Centred 
Region is expected to continue at a high rate. 
From a 1966 base of 3.6 million, the popu- 
lation is expected to reach close to 5 million 


by 1981 and nearly 8 million by the year 

2000. The relationship of the population to 

the Region’s resources and space will be 

altered by three types of change: 

a) Family incomes are expected to triple 
by the end of the century, and approach 
$15,000 per family (at today’s price 
levels). 

b) Leisure time is expected to increase with 
the possibilities of the considerably 
shorter work week and longer vacation. 

c) Mobility will be considerably greater. 

The major influences associated with these 
changing conditions are higher education 
levels and technological innovation. 

These changes can be expected to manifest 
themselves in greater per capita space re- 
quirements both within the urban centres 


and in the rest of the Region, especially in 
recreation areas. Increase can be anticipated 
in residential and transportation space per 
capita and in employment space per em- 
ployee. 

These and related changes must be anti- 
cipated and planned for. As applied to 
Toronto, such planning can be expected to 
be applicable to an ever-widening area. Only 
35 years ago, the City of Toronto and the 
older suburban towns encompassed less than 
100 square miles. When Metropolitan 
Toronto was formed in the mid-1950’s, the 
administrative area was 240 square miles 
and the planning area more than 700 square 
miles. But the MTARTS planning area was 
about 3,200 square miles, and the Toronto- 
Centred Region encompasses 8,600 square 


miles for prime impact, while the interaction 
area comes to about 15,000 square miles. 


PRINCIPLES OF DEVELOPMENT 
AND SELECTED REGIONAL GOALS 


A set of regional goals was adopted to assess 
present growth trends and plan the Region 
according to a basic set of values. As a result, 
five basic principles were developed. 


Development Principles 

The development concept rests on five basic 
principles, each of which relates both to 
current and future conditions: 


1. The principle of linearity, which seeks as 
far as possible to align urban places 
along a series of more or less straight 
paths to take maximum advantage of 
parallel routes for transportation and 
services. 

2. The principle of functional efficiency, 
which seeks a best set of political, eco- 
nomic, and social relationships for all 
urban and rural places. 

3. The principle of decentralization, which 
emphasizes (a) the importance of metro- 
politan centre influence, and (b) a logical 
distribution of urban places within a 
metropolitan region, with special atten- 
tion to the encouragement of smaller 
centres which functionally are related to 
the metropolitan region, but geographi- 
cally are located beyond easy commuter 
range to the metropolitan centre. 

4. The principle of space conservation, 
which stresses, on a per capita basis, 
adequate open space and recreational 
requirements. 

5. The principal of natural resource con- 
servation, which~stresses the need for 
careful use of land, water and air. 


Goals for the Region 
Each of the following 12 goals has social 
implications, although these are mentioned 
specifically only in Goal 11. In accordance 
with the recommendations of our internal 
committee working on the Report, the vital 
social implications are to be considered in 
conjunction with all twelve goals. The goals 
are: 

1. To facilitate the achievement of the Re- 
gion’s economic potential, consistent with 
the overall provincial interest and de- 
velopment. 

2. To preserve the unique attributes of the 
regional landscape. 


3. To minimize the urban use of productive 
agricultural land. 

4. To minimize the pollution of water and 

the atmosphere. 

To facilitate and maintain a pattern of 

identifiable communities. 

6. To provide best possible accessibility for 
the movement of people and goods. 

7. To provide essential transportation, 
water and sewer facilities at minimum 
cost consistent with overall benefit. 

8. To maximize opportunities for using spe- 
cialized services and facilities. 

9. To develop in a manner consistent with 
the needs arising from long-term popu- 
lation trends, particularly in scale of 
growth and anticipated changes in house- 
hold size and composition, and in age 
distribution. 

10. To develop in a manner consistent with 
emerging and probable future techno- 
logical innovations, i.e. to facilitate, ad- 
just to, and receive the benefits of such 
possibilities. 

11. To develop in a manner consistent with 
the needs arising from social changes 
resulting from future economic and tech- 
nological developments, e.g. changing 
patterns of leisure. 

12. To develop the Region in a manner that 
provides flexibility. 
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TREND PATTERNS AND INHERENT 
PROBLEMS ; 


The Pattern of Trends 

The pattern for the Toronto-Centred Region 

reflects a process guided by present and past 

public policies —in effect, unco-ordinated 
public policy. The predominant trends are 
as follows: 

1. From a regional perspective, growth is 
concentrating at the Region’s core, i.e. 
Metropolitan Toronto. 

2. From an urban perspective, growth is 
“suburbanizing” into patterns with as- 
pects of unstructured sprawl, with con- 
siderable intensity along the major trans- 
portation axes, and infilling of low density 
sprawl between these axes. Sprawl tends 
to be westward, toward the developed 
south-western part of the Province. Co- 
incident with this process is the continued 
intensification of high rise developments 
close to the Toronto central business 
district and other urban focal points. 

3. In the commutershed, especially toward 
the north-west, the country resident who 
is employed in Toronto is taking up large 


tracts of land. This practice is removing 
from use large quantities of prime agri- 
cultural and recreational lands. 

4. The peripheral areas are growing at a 
very modest pace in the eastern, north- 
eastern and northern segments of the 
peripheral arc. But along the western 
peripheral segment, especially around 
Kitchener-Waterloo, there is consider- 
able growth in an area which will be 
difficult to provide adequately with sewer 
and water facilities. 

5. Summer residences are taking up large 
areas of land in recreation areas, particu- 
larly along lakefronts. 


Emerging Problems of Trends 
The major trends problems and their impli- 
cations can be categorized as: (1) those re- 
lating to extensive urbanization; (2) those 
related to the urban form created by aspects 
of unstructured sprawl; (3) those related to 
the inadequate use of districts with high de- 
velopment potential; (4) those related to 
the lack of provincial integration; (5) those 
related to the misallocation, misuse and con- 
sequent damage to non-renewable regional 
resources. 

1. Some problems of extensive urbanization 
are those of pollution, bad housing, traffic 
congestion, lack of recreation, unsuitable 
urban design, poor access to and from 
the hinterland and sheer lack of space. 
The problems of Metropolitan Toronto 
stem especially from the high rate of 
population growth of an already densely 
populated area. The basic problems are: 
a) The shortage of land for housing is 

acute; and, together with capital 
shortage, has priced home ownership 
beyond the reach of a large propor- 
tion of the population. This has led to 
disruption of otherwise stable neigh- 
bourhoods and a deteriorating resi- 
dential environment near the heart of 
the metropolis. 

b) Industrial land also is in increasingly 
short supply in some areas. 

c) In parts of Metropolitan Toronto, the 
local street system is rapidly becom- 
ing obsolete because of an increasing 
number of high density developments. 

d) The tremendous increase in people 
adds to the cost of streets — both in 
upkeep and expansion. Expensive 
basic facilities in good condition be- 
come inadequate and must be re- 
newed prematurely. 
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e) Requirements for the so-called soft 
services, such as education, are be- 
coming harder to meet. 

f) Extension and improvement of pub- 
lic parks and open spaces become 
difficult. 

The problems associated with the urban 

form of unstructured westward sprawl 

are sheer inefficiencies in the provision of 
economic, adequate transportation and 
service networks. 

a) The westward thrust of growth is 
not offset, at least in part, by an 
active eastward growth. This makes 
a transit system difficult to operate, 
by requiring high-capacity facilities 
which are not needed throughout the 
system. 

b) Radial development, when the routes 
are widely separated, makes it diffi- 
cult to put an optimum population 
within reach of high performance 
transit, water and sewer services. 

c) Unstructured sprawl, where it exists, 
can create costly road and service 
systems, and reduce the choice of 
transportation means, thereby de- 
creasing efficiency. 

Inadequate use of the Region’s space and 

resources results in lost opportunities and 

difficulties in long-term growth. 

a) Transportation could be more eco- 
nomically utilized if traffic flows oc- 
curred more evenly and rail lines 
were used to higher capacity. 

b) Some outlying locations offer better 
access to the more charming parts of 
the Region. Settlement there would 
reduce the recreation traffic since 
these residents would not live in 
Metropolitan Toronto. This in turn 
would improve hinterland access to 
those who do live along the Lake 
Ontario shore. 

Current trends do not foster provincial 

integration in either the geographic, so- 

cial, or economic sense. Just the opposite; 
such trends, concentrating in the Region’s 
core and thrusting west, reinforce exist- 
ing strong linkages among the well-de- 
veloped south-western parts of the Prov- 
ince, but do little to strengthen the link- 
ages and ties with Northern or Eastern 

Ontario. 

a) The possibility of greater interaction 
between the Toronto-Centred Re- 
gion’s skills and markets and North- 
ern Ontario’s resources becomes more 


remote as does the connection with 
the Eastern Ontario economy. The 
northern and eastern areas of On- 
tario, therefore, simply are not stimu- 
lated to further growth by the struc- 
ture of the Toronto-Centred Region 

b) The trend pattern does not move 
growth into areas of low income, 
which lie north and east. 

c) Socially, the relationships between 
Northern Ontario, Eastern Ontario 
and the Toronto-Centred Region be- 
come weakened, reducing the overall 
sense of provincial identity. 


FOCAL POINTS OF DEVELOPMENT 
POLICY FOR THE 
TORONTO-CENTRED REGION 


The general guidelines presented here are 
designed to help overcome the emerging 
problems of trends, fulfil the goals as much 
as possible, and be consistent with the prin- 
ciples of development (Plate 4). As men- 
tioned previously, implementation of this 
seven-point program is expected to be ac- 
companied by a relative shift of population. 

Whereas in 1966, 75.6 per cent of the popu- 

lation was in the Lakeshore urbanized area 

(Zone 1), 4.5 per cent in the commutershed 

(Zone 2), and 19.9 per cent in the periphery 

(Zone 3), by the year 2000 the relative 

distribution is expected to be approximately 

71 per cent, 4 per cent and 25 per cent, 

respectively. 

Of the seven points in our program, the 
first five relate to the individual zones, where- 

as the last two apply to the Region as a 

whole. 

1. Develop a well structured urbanized area 
(Zone 1) along the Lake Ontario shore 
from Bowmanville to Hamilton. 

2. In the peripheral zone (Zone 3) develop 
such urban areas of reasonably significant 
size as Barrie and Midland in the North 
Simcoe district, and another at, or in the 
vicinity of, Port Hope-Cobourg. This 
reflects the conviction that decentraliza- 
tion of high growth from Metropolitan 
Toronto must begin soon and that these 
are appropriate places to encourage new 
growth. 

3. Also in the peripheral zone, determine 
the roles of the Kitchener-Waterloo- 
Guelph-Galt urban cluster and of other 
key urban places, and resolve the current 
physical development constraints. 

4. Within the commutershed (Zone 2) 
adopt a policy of retaining land as much 


as possible for recreation and agricultural 
and open space uses. This policy would 
concentrate limited growth mainly within 
existing communities. 

5. However, also within Zone 2, develop a 
small urban axis north of Metropolitan 
Toronto towards Barrie. 

6. Maintain the Georgian Bay shore, Lake 
Simcoe, the Kawartha Lakes, the Niagara 
Escarpment, valley systems of the com- 
mutershed, and other key places as rec- 
reation and open space areas. 

7. Create a transportation plan that will 
articulate the proposed Development 
Concept. 


The Lake Ontario Urbanized Area (Zone 1) 

The Development Concept for the Lakeshore 

Urbanized Area from Bowmanville to Ham- 

ilton is a modification of Goals Plan II of 

the Metropolitan Toronto and Region Trans- 
portation Study (see Plate 5). Zone 1 is ex- 
pected to accommodate 5.7 million of the 

Region’s 8 million people by the year 2000. 

Of this number, approximately 3.1 million 

are expected to be in Metropolitan Toronto 

and its immediate northern fringe, 1,850,000 

are expected to be west of Metropolitan 

Toronto, and 750,000 east of Metropolitan 

Toronto. This calls for a considerable shift 

within Zone 1 both east and west from the 

Metropolitan area. 

1. The urban centres are arranged in a 
linear urbanized area from Bowmanville 
to Hamilton. 

2. The eastern portion of this area, extend- 
ing from the boundary of Metropolitan 
Toronto to Bowmanville, is to be stimu- 
lated. 

3. The structure is to be basically a two- 
tiered arrangement of cities in both the 
eastern and western parts of the ur- 
banized area. 

4. Hamilton and Oshawa-Columbus are 
projected as the major terminal cities, 
especially for mass transit. These will 
act as regional centres to promote eco- 
nomic and social identification and effi- 
ciency. 

5. Urban centres of the urbanized area are 
to be separated by a Parkway Belt system 
of mainly non-urban uses, and at the 
same time connected by a regional trans- 
portation network. This would connect 
the cities, and be comprised of facilities 
incorporated into the Parkway Belt. The 
water supply and sewage disposal systems 
would be lake-oriented. 
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The choice of a linear urbanized area of 
distinct urban centres, as opposed to a radial 
spread, emphasizes the need for: (a) a highly 
integrated transportation system at reason- 
able cost, and (b) a low-cost, efficient, non- 
polluting water and sewer-servicing scheme. 
The linear arrangement would generate suffi- 
cient traffic to make workable a highly so- 
phisticated transit system, compared with 
the less desirable, somewhat unbalanced, 
automobile-oriented traffic system normally 
accompanying trends. The linear urbanized 
area, arranged along the Lake Ontario shore, 
provides substantial economies in services. 
If the trend pattern continues, settlement will 
move into areas off the lakeshore. These 
areas do not possess major rivers which 
could be used for water supply and which 
could carry treated sewage effluent without 
damage. Such settlement would require long 
water and sewage piping. Similar economies 
may be possible in the future extension of 
hydro transmission lines, whether above or 
below ground. 

The stimulation of the eastern urban corri- 
dor, from Metropolitan Toronto to Bowman- 
ville, is based on increasing efficiency in the 
transportation system, developing large quan- 
tities of land for all purposes such as housing, 
making better use of the Lake Ontario water- 
front, helping less prosperous parts of the 
Province, and bringing populations closer to 
the recreation lands recommended for the 
eastern shore of Lake Simcoe, the Kawartha 
Lakes and further north. The problem of 
opening up enough land for the desired 
low-density housing simply cannot be met 
through exclusively westward development. 

The two-tiered arrangement, as opposed 
to the single-tiered arrangement, is related to 
the need for two transportation corridors. 
One reason is that a single corridor would 
be overloaded. A second is the need to tie 
the urban growth into recognizable com- 
munities within a workable urban hierarchy. 
The design of each of the urban centres 
would try to link the location of the central 
business district and high-density housing to 
the regional transportation system. For the 
upper-tier cities, particularly, these two com- 
ponents would be placed adjacent to the 
Parkway Belt within which the transportation 
system operates. This is generally consistent 
with the concept of community structure as 
expressed in Choices for a Growing Region. 

Regional centre roles are expected for 
Oshawa and Hamilton. These two would also 
be the terminal cities for mass transit. These 


two centres would exert sufficient force 
through social, cultural, employment and 
government activities to reduce peak-hour 
traffic to and from Toronto in the corridors. 
Other urban centres to the east, west, and 
north have been assigned lesser roles. In 
essence, the structure is designed to offer a 
variety of types of urban centres, both by 
function and size. 

The vital and unifying organ of the entire 
system is the Parkway Belt. This is a multi- 
purpose service system which would incor- 
porate many kinds of transportation, pipe- 
lines and electrical power lines, water and 
sewer lines, where applicable, with open 
space added. It would reduce the number of 
separate swaths cutting through future urban 
communities. Defined open space would pro- 
vide trails joining intersecting ravines and 
the abutting parks, a buffer against traffic 
noise, room for selected low-density public 
facilities, and respite from the frustrations 
caused by continuous urbanization. The es- 
sentials are that it would include as many 
parallel transportation facilities, servicing 
and energy facilities (pipelines as well as 
electrical) as possible, and at the same time 
provide the greatest degree of flexibility for 
the future. 

The Zone 1 concept presented here does 
not deal at any length with the location of 
sub-regional centres and related transporta- 
tion corridors within Metropolitan Toronto. 
However, care has been taken to ascertain 
that the Concept here presented relates to 
plans being developed within Metropolitan 
Toronto. 


The Peripheral Zone (Zone 3) 
Recommended policy for the peripheral zone 
(Zone 3) is similar to that in Zone 1. This 
policy depends heavily upon encouragement 
of economic activity in the north and east, 
and encouragement of only modest growth 
in the west. It is expected that, by the year 
2000, a population of 2 million people will 
be living in Zone 3. This will amount to a 
25 per cent share of overall regional popu- 
lation. 

Development of the North Simcoe and 
Port Hope-Cobourg Districts: 

From the northern and eastern segments 
of Zone 3, the Development Concept recom- 
mends: 

1. Encouragement of the development of 


such centres as Barrie and Midland from 
1970 to the year 2000 and beyond; 


2. Development of a very significant per- 
ipheral urban centre in the Port Hope- 
Cobourg vicinity after 1980. 

The reasons for the choice of these two 
areas are as follows: 

1. The problems associated with mass ur- 
banization can be eased by application 
of the principle of decentralization to 
encourage centres which are beyond easy 
commuting range of, but function within, 
the economic orbit of Metropolitan 
Toronto. 

2. Over-concentration of development with- 
in the commuting range (Zones 1 and 2), 
does not make effective use of the Re- 
gion’s space and resources. Thus, at 
present, there is an unsatisfactory dis- 
tribution of population in the Region. 

3. The goal of provincial integration of the 
Toronto-Centred Region into an overall 
provincial development network would 
be partially realized. If enlarged, urban 
centres such as Barrie and Midland could 
provide closer ties to Northern Ontario. 
A more dynamic Port Hope-Cobourg 
nucleus could become a springboard to 
Eastern Ontario. All of these centres are 
on major transportation routes and 
should therefore be attractive to some 
industrial development. 


4. Substantial progress also would be made 


towards the goal of encouraging each 
part of the Toronto-Centred Region to 
achieve its potential. The Georgian Bay 
Region currently is the least prosperous 
in the Province, and average incomes in 
Eastern Ontario also are generally below 
those of the Province. In contrast, in- 
come levels within Metropolitan Toronto 
and its immediate suburbs are the highest 
in the Province. Stimulation of key urban 
centres to the north and east should 
partially offset these inequities. 

5. The North Simcoe and Port Hope-Co- 
bourg districts possess physical capability 
for large-scale urban development. The 
provision of water supply and sewage 
disposal facilities to these urbanized areas 
can be at a cost comparable with, and 
possibly cheaper than, costs for similar 
services in Metropolitan Toronto. 


The Western and Southern Periphery: 

It is expected that spontaneous growth will 
occur in the western and southern parts of 
the peripheral zone, as it will along the 
western segment of Zone 1. In this respect, 
the ‘role of the Kitchener-Waterloo-Guelph- 
Galt complex is expected to be substantial, 
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but development at present is hampered by 
shortage of water and sewer facilities. Sepa- 
rate studies are proceeding to define further 
the roles of this and other urban clusters 
within the context of the Toronto-Centred 
Region. Similar development limitations also 
apply now to the Brantford-Paris district. 
The roles of these centres now must be re- 
evaluated, with special consideration to the 
industrial complex now coming into being 
along the north shore of Lake Erie. 


The Commutershed (Zone 2) 

Our policy for the commutershed is to retain 
it to the maximum degree in recreational, 
agricultural, and other open space uses. It is 
expected that, by the year 2000, the percent- 
age of population living in this zone will be 
4 per cent, somewhat less than the present 
4.5 per cent. In actual numbers, we expect 
300,000 people in this zone by the year 
2000. The high cost of providing sewer and 
water services throughout this zone is an 
important consideration in the decisions to 
reserve it largely for non-urban uses. Such 
intensive growth therefore should be de- 
flected into the lakeshore area or the per- 
ipheral urbanized areas. 

The growth which does take place in Zone 
2 will be encouraged into (a) the vicinity of 
an urban axis which is expected to begin in 
Zone 1 with Richmond Hill and include 
Aurora, Newmarket, and to a very small 
degree, Bradford; (b) such communities as 
Orangeville, Bolton, Acton, Georgetown, 
Milton, Uxbridge, Port Perry and Stouffville. 

Special care must be taken that the north- 
ward access does not predominate as an al- 
ternative to growth in the eastern segment of 
Zone 1. Contiguous strip development along 
this axis must be prevented by proper plan- 
ning and by retention of non-urban land be- 
tween the communities. 

Finally, it is important to remember that 
full-scale development beyond the Lake 
Ontario watershed will require the pumping 
of treated sewage effluent back into Lake 
Ontario to minimize the pollution dangers 
to Lake Simcoe. 


Maintenance of the Georgian Bay Shoreline, 
Lake Simcoe, Kawartha Lakes, Niagara 
Escarpment, and Other Special 

Recreation Areas 

The recreation sections of the Region de- 
mand special attention because of the high 
population growth, increasing health and 
leisure time, and improvements in transpor- 


tation. The important goal is to minimize 
environmental damage while at the same 
time making effective use of the resources. 
The Development Concept calls for a more 
comprehensive recreation plan. 

Broadly speaking, in terms of urban de- 
velopment constraints, this guideline recom- 
mends moderate growth for Peterborough 
and Lindsay, which are associated with the 
Kawartha Lakes; Orillia, which is on Lake 
Couchiching, and Collingwood, which is on 
Georgian Bay. 


Transportation Policy 

Development of the Region’s transportation 
system must reflect the Development Con- 
cept. The building of the system must stimu- 
late the Concept’s pattern of urban centres 
as well as the land uses. Up to this point the 
system has been considered mainly in terms 
of linkages (see Plate 6). The determination 
of modes, categories, sizes and levels of 
service will form part of the Comprehensive 
Development Plan, yet to be completed. 


Land Transportation 

a) The land transportation serving the 
Lakeshore corridor will require extensive 
additions and should incorporate all the 
various transportation modes — highway, 
rail, air, air-cushioned tracked vehicle, 
hovercraft, etc. 

b) The existing Highway 400, and the pro- 
posed Highway 404, together with the 
proposed GO Transit extensions north, 
must be carefully defined to ensure an 
appropriate pattern. These linkages will 
assist development of Barrie and Mid- 
land, which are in linear extension north 
of Toronto, improve integration of 
Northern Ontario with the Metropolitan 
Toronto area, and increase accessibility 
of people to the recreation areas outside, 
especially Lake Simcoe. 

c) A generally linear alignment exists from 
Midland through Barrie, Orangeville 
to Kitchener-Waterloo-Guelph-Galt, and 
Brantford. Direct and improved service 
will be necessary to stimulate and serve 
the growth of populations along that 
alignment. 

d) Midland, Orillia, Lindsay, Peterborough 
and the centre in the Port Hope-Cobourg 
vicinity are also in a linear alignment and 
will also be of sufficient magnitude to re- 
quire improved interconnecting service 
(though later and of a lesser magnitude 
than those mentioned above). 
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e) These linkages will assist in the integra- 
tion of Northern Ontario both with the 
developed parts of the Province to the 
south-west of Toronto, and with Eastern 
Ontario. They will not only aid overall 
provincial integration but permit by- 
passing of Metropolitan Toronto for 
direct traffic. 


Water Transportation 

a) The Midland port would connect the 
Region to the market centres of Chicago 
and Detroit and may prove to be a valu- 
able asset in the future if Great Lakes 
shipping experiences a resurgence. It 
may also act as a collection point for 
commodities shipped by water. 

b) A port attached to the centre proposed 
for the vicinity of Port Hope-Cobourg 
would provide another facility for ship- 
ment to ports down the St. Lawrence 
River and beyond. 


Air Transportation 

a) Malton will continue to exert an enor- 
mous influence on the shape of the 
Region. 

b) The location of a new international air- 
port to serve South-western Ontario 
would be of most crucial significance to 
the future spatial pattern of the Toronto- 
Centred Region. An airport will bring it 
into an immediate impact area, in excess 
of 120,000 people with public and pri- 
vate investment in excess of $3 billion. 
Furthermore, since a new airport will 
require highly efficient transportation 
routes between itself and Malton, a new 
corridor for potential development will 
be created. The integrity of the Develop- 
ment Concept requires that a site be 
chosen which does not add such a 
powerful magnet for development in a 
location which conflicts with the strategic 
components of the plan. 


Summary 

The Design for Development for the Toronto- 
Centred Region, as for the other regions in 
Ontario, is based on three fundamental ob- 
jectives: (1) the encouragement of a more 
even distribution of people in Ontario, (2) 
the improvement of the quality of life for 
these people, and (3) better use of the 
natural environment. These are the corner- 
stones of the provincial regional develop- 
ment program. This Report is the first in a 
series which as a group will provide a con- 
cept for the development of all Ontario. 
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Economic Indicators i 
Seasonally Adjusted 
1969 1970 
April May June July Aug. Sept. Oct. Nov. Dec Jan. Feb. Mar. April May 
Leading Indicators 
Average Weekly Hours Worked in 
Manufacturing Number 40.1 40.4 40.1 40.2 39.6 40.3 39.9 399 384 39.6 39.7 39.5 40.0 40.3 
New Orders in Manufacturing Industries* $ Million 3,539 3,564 3,743 3,741 3,690 3,770 3,634 3,754 3,728 3,662 3,696 3,604 3,662 
Commercial/ Institutional and Industrial 
Construction Contracts $ Million 126.1 112.8 93.9 144.0 127.0 123.2 866 137.3 1400 72.1 78.4 
Urban Housing Starts (Annual Rate) Number 79,900 45,300 63,900 60,800 69,300 67,300 78,300 59,100 64,700 34,800 33,600 55,700 53,900 37,000 
Money Supply* $ Million 28,331 28,336 28,638 28,324 28,292 28,403 28,472 28,580 28,917 28,955 28,947 28,817 28,966 
T.S.E. Industrial Index 1956 = 100 195.31 197.23 177.34 168.65 175.43 178.15 182.11 187.65 186.37 177.89 183.92 185.17 171.08 154.21 
Business Failures® Number 58 48 35 32 51 52 64 54 53 56 eh 82 54 65 
Business Failures — Liabilities" $ Million ey) 1.9 2.0 0.9 2.6 4.8 3.4 4.6 2.2 a9 18.7 4.0 P29) 3.4 
Coincidental and Lagging Indicators 
Gross National Product* (Annual Rate) $ Million 77,480 79,292 80,888 82,876 
Average Hourly Earnings in Manufacturing Dollars 2.89 2.92 2.93 2.94 2.97 29782299: 3.02 3.06 3.06 3.05 BAL 3.16 3.19 
3-Month Treasury Bill Rates Per Cent 6.80 6747 i713 7.62 7.69 Dedit 7.60 7.76 7.81 7.78 7.60 7.00 6.78 
Cheques Cashed in Clearing Centres! $ Million 6,243 6,066 6,152 6,458 6,560 6,570 6,526 6,521 6,240 6,078 6,099 6,661 6,487 
Retail Trade $ Million 866 866 875 884 886 901 892 895 909 891 869 884 906 904 
Labour Force 000’s 3,038 3,071 3,035 3,028 3,004 3,027 3,035 3,030 3,064 3,044 3,066 3,098 3,111 3,183 
Employed 000’s 2,948 2,958 2,926 2,935 | 2,910 2,932 2,930 2,927 2,957 2,948 2,957 2,981 2,977 3,037 
Unemployed 000’s 90 113 109 93 94 95 105 103 107 96 109 117 134 146 
Unemployed as % of Labour Force Per Cent 3.0 oer 3.6 3.1 Sa 3.1 3.4 3.4 ahs) Shy 3.6 3.8 4.3 4.6 
Wages and Salaries $ Million L271 | 1,288 1295) 1318) 91,303 153127 1,318) 1336) 1347 
Index of Industrial Employment 1961 = 100 131.4 131.4 131.0 129.6 129.3 129.6 130.7 132.7 132.8 132.1 133.0 132.7 132.1 131.4 
Index of Industrial Production® 1961 = 100 167.7. 167.0 167.1 166.8 164.5 165.9 165.6 169.3 172.0 171.1 174.4 171.5 1725 171.1 
Total Manufacturing* 167.3 168.5 169.0 169.3 166.5 166.8 166.7 169.5 170.7 167.8 171.0 168.1 1701 168.1 
Non-Durables* 1502 150.6 I5i) 15106 15255 1153.0) 152.409 15314) 54-4 52:3 154-39 152-859 15477 5G 
Durables* 188.2 190.3 190.8 191.0 183.7 183.8 184.1 189.2 190.7 186.8 191.4 186.7 189.0 183.4 
Mining* 155.7. 145.5 142.6 138.9 136.2 141.8 140.3 151.8 163.4 170.2 175.7 1706 164.0 167.4 
Electric Power and Gas Utilities* 186.2 186.1 187.1 189.0 190.1 194.6 195.5 194.6 197.0 201.0 203.0 203.0 206.4 203.4 
Primary Energy Demand (Annual Rate) BKWH 59.20 58.54 59.12 60.28 58.83 58.39 59.09 59.56 63.13 64.53 63.91 62.94 63.39 61.60 
Exports (including re-exports)¢ $ Million 1,194.2 1,233.6 1,212.5 1,196.0 1,161.7 1,293.4 1,283.0 1,285.0 1,328.9 1,447.0 1,402.1 1,410.0 1,438.7 1,435.0 
Imports $ Million 1,149.3 1,166.6 1,215.2 1,124.2 1,136.3 1,220.1 1,206.7 1,223.2 1,215.0 1,116.8 1,230.6 1,242.0 1,185.3 1,211.0 
Unclassified Indicators 
Foreign Exchange Reserves" U.S. $ Million 2,782 2,760 2,623 2,565 2,594 2,539 2,629 2,613 2,616 2,698 2,777 2,936 3,179 
Industrial Materials Price Index" 1935-39 —100 267.7 271.8 270.6 270.5 269.2 270.4 266.8 267.8 271.5 272.3 272.3 275.7 274.4 275.4 
Consumer Price Index" 1961 = 100 124.6 124.9 125.9 126.4 1269 126.6 126.8 127.4 127.9 128.2 128.7 1289 129.7 129.6 
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About The Review 

The feature article for the September/Octo- 
ber edition of the Ontario Economic Review 
examines Geocoding — a geographically ref- 
erenced data storage and retrieval system 
which emphasizes provision of data on larger 
urban centres by specified areas. 

The rapid growth and constant change of 
urban areas in recent decades has led to a 
recognition that future growth will have to 
be better regulated if we are to maintain our 
cities as desirable living entities. At present 
there is a great need for small-area data 
which are timely and accurate and which 
reflect the changing levels of urban activity. 
Geocoding is intended to provide a larger 
quantity of better quality data which can be 
more quickly obtained, easily understood and 
correctly used. 

Mr. Weatherhead is a statistician with the 
Ontario Statistical Centre, Economic and 
Statistical Services Division, Department of 
Treasury and Economics. The author wishes 
to acknowledge Mr. Robert Ion and Mr. 
Harold Goldstein, as much of the material in 
this paper is based on their articles; respec- 
tively, “The Geographic Basis of the DBS 
Geocoding System for Urban Areas: An 
Overview”, December 1969, and “The Urban 
Information System: Some Concepts, Issues 
and Experiences”, May 1969. 

In a short article on the uses and limita- 
tions of planning, Mr. L. Bodnar of the 
Economic Planning Branch, Department of 
Treasury and Economics outlines some as- 
pects of the role and inter-relationship of the 
professional planner, the politician and the 
general public in the field of planning. Em- 
phasis is also placed on the proposition that 
planning is a technical tool to be used in the 
rational allocation of resources and should 
not be considered as a threat to personal 
freedom. 
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Indicator Charts, Pages 13-15 

Fluctuations in aggregate economic activity 
— commonly used to define business cycles — 
do not necessarily correspond with fluctua- 
tions in the individual activities which make 
up the aggregate. Instead different indicators 
of economic activity may vary with respect 
to both their rates of growth and the timing 
of their peaks and troughs: some may 

grow more rapidly than others, some 

change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 13-15 
in the Ontario Economic Review present ) 
a number of these leading indicators, as well _ 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ 
(arithmetic) and ‘L 1’ and ‘L 2’ (logarithmic 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 


The Possible Uses and Limitations of Planning ©” ‘i 


L. Bodnar, Economist 
Department of Treasury and Economics 


Introduction 

Governments as well as private firms are 
becoming increasingly aware of the need to 
examine systematically the implications of 
their policies and to devise plans or strate- 
gies to reach their objectives promptly and 
efficiently. Plans serve the future but involve 
present decisions, as well as future ones. 
Governments, for example, must make de- 
cisions to allocate resources among such 
areas as highways, medical and health ser- 
vices, educational facilities, housing and rec- 
reation and numerous other matters. It is 
essential, therefore, that rational, scientific 
methods be applied in assessing future re- 
quirements, in allocating resources and in 
reviewing the validity of the assumptions and 
methods applied in the process of policy- 
making. In Myrdal’s formulation: © 


“coordination leads to planning, or 
rather, it is planning as this term has 
come to be understood in the Western 
world. Coordination of measures of in- 
tervention implies a reconsideration of 
them all from the point of view of how 
they combine to serve the development 
goals of the entire national community, 
as these goals become determined by 
the political process that provides the 
basis of power. 1! 


The growing importance of planning is 
indicative of the tendency for public policy 
matters to become increasingly concerned 
with strategies aimed at maximizing overall 
welfare while not reducing any individual’s 
well-being. This concern with the future, 
combined with revolutionary changes in 
technology which have made possible the 
attainment of a wide range of welfare goals, 
has led to a great increase in the importance 
of planning. 

Planning is frequently defined as a process 
by which one attempts to influence the course 
of future events in order to achieve selected 
goals. It is necessary, however, to add that 
goals are dynamic rather than static. There- 
fore, the planning process must be flexible 
enough to enable the planner to modify both 
the chosen goals and the means of achieving 
them. 

This article will deal with some selected 
aspects of planning rather than the subject as 
a whole. The two main topics to be con- 
sidered are: 


1. the role and the inter-relationship of the 


professional planner, the politician and 
the general public in the field of planning; 


1Gunnar Myrdal, Beyond the Welfare State 
(New Haven: Yale University Press, 1960). 


2. the proposition that planning is nothing 
more than a technical tool to be used in 
the rational allocation of resources rather 
than a threat to personal freedom. 


The Language of Science 

As a result of an increasing awareness of the 
value of the scientific method, it can be ex- 
pected that modern society will attempt to 
follow a scientific approach in the seatch for 
solutions to the everyday problems that con- 
front it. Planning — as applied today in North 
America — is based on a combination of em- 
pirical knowledge, stated objectives and the 
application of logical methods to achieve 
these objectives. Thus planning, by definition, 
is a scientific method, the application of 
which enables us to attain our objectives in 
the most efficient manner. 

However, in the use of the scientific 
method we are faced with a serious problem 
which has, in some cases, discredited the 
entire approach. This problem is the use of a 
jargon by the technician who finds special 
words or word meanings very helpful in his 
work. For the layman, this jargon is mysti- 
fying. Accordingly, unless the planner trans- 
lates his findings and proposals into ordinary 
language he runs the risk of being misunder- 
stood and having his ideas rejected. 


Model Building 
The indiscriminate application of mathemati- 
cal models to evaluate programs represents 
another serious problem. In many instances, 
models are expected to provide the complete 
cure for all socio-economic ills, rather than 
function as an analytical tool to be used by 
the professional. 

A look at the following steps used in the 
development of a planning model may help 
to demonstrate its capacities and limitations: 


1. The specification of a theoretical model; 


2. Testing the validity of the theoretical 
model; 


3. Examination of the divergence between 
the model and reality. 


In a model one simplifies reality in order 
to help develop an understanding of a com- 
plicated real-life situation. It is also impor- 
tant that we realize a model is only useful to 
the extent that it is relevant and effectively 
represents things as they really are. The 
empirical inputs of a model are thus of over- 
riding importance. However, it is unnecessary 
and frequently undesirable for a model to 
completely reflect every aspect of the situa- 


tion it is designed to represent. All that is 
required is that the model portray accurately 
the effect of policy changes on the selected 
interrelated variables. 

This combination of the abstract model 
and direct human judgment based on em- 
pirical observation will only provide an ap- 
proximation of the actual events. Thus, the 
output of the model should be used only as a 


_ yardstick. The validity of the model should 


be tested continuously, the test consisting of 
a comparison between the results obtained 
from the use of the model and observations 
from real life. If the divergence is too great, 
the model should be modified appropriately. 

Naturally, in a dynamic situation the 
points of reference and their relationships 
are continually changing, and thus there is 
a constant need for checking the relevance 
of the theoretical planning model against the 
points of reference in the real world. 

Unfortunately, the general public has be- 
come sceptical and even apprehensive about 
the use of models; once again, because of the 
misuse of some models, such suspicions are 
often justified. 


Technocrats — Politicians — Public 

In elaborating development plans, one of the 
major theoretical problems encountered is 
the definition of some objective measure of 
priorities. 

When we try to answer the questions, 
“What is the good life?”, “What is the ob- 
jective hierarchy of values?”, or simply, what 
is the ‘real’ meaning of the phrase, “first 
things first”, we are faced with profound 
semantic and philosophical problems. 

As these all-encompassing criteria are not 
yet available, countless and endless discus- 
sions deal with; “the quantification of social 
welfare functions”, “the objective trade-off 
between pollution and better justice” or “the 
nature of the public good”. In the midst of 
these discussions the public is becoming 
increasingly disoriented and sceptical. 

Once again the professionals have only 
themselves to blame. When, in a democratic 
society, one is working in an area as sensi- 
tive as planning, scrupulous attention must 
be paid to the effect on the public of each 
pronouncement on the topic. Even though it 
is difficult to develop programs that satisfy 
all members of the community, public dis- 
cussion on the subject is essential both for the 
information of the planner and the education 
of the community; it is at this point that the 
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role of the politician is vital. In the ideal se- 
quence of events, the planner obtains as 
much information as is available on a series 
of alternative programs. He then presents 
this information in a coherent and intelligible 
form to the politician, and the politician, as 
the representative of the public, decides 
among the alternatives. In this way, to the 
extent that the politician is in close touch 
with his constituents, an acceptable system 
of priorities is established. 


Minimum Levels of Performance 

Although a complete specification of the 
needs of a community is impossible, many 
practical difficulties concerning planning can 
be significantly reduced by identifying mini- 
mum or mandatory levels of performance of 
social services as opposed to higher levels of 
performance that may, if they are of interest 
to the community, be negotiated at a later 
date. 

The minimum level of performance for a 
social service at any particular time is estab- 
lished by taking into account maintenance of 
the present level of performance of that 
public service, expanding only in response to 
growth of the population. 

To these minimum levels of service, cost- 
effectiveness criteria should be applied to 
secure the optimum allocation of available 
resources. Higher population and higher in- 
dustrial output tend to increase the public 
expenditures required to maintain the mini- 
mum level of services. It is interesting to note 
at this point that, according to the economic 
and political philosopher Bertrand de Jou- 
venel, “a most moderate program in this 
respect (the field of social investment) im- 
plies that public spending for this objective 
should be multiplied eight times in 25 years, 
while the sum of personal incomes would be 
multiplied by three times and income per 
head two-and-a-half times.” 

Estimation of the expenditure required for 
a minimum level of performance of public 
services involves the application of techno- 
economic coefficients which indicate the re- 
sources necessary to provide the expected 
level of social service. There may, of course, 
be a number of alternative solutions in both 
technical and financial terms to achieve the 
same level of performance for a particular 
social service. It is necessary that decision- 
makers select the most appropriate alterna- 
tive. For this purpose, they must have all of 
the available information. 


2The Technocratic Age, Bulletin of the Atomic 
Scientists. V.20, 1964. 


Negotiated Levels of Performance 

As a result of cultural change, increased 
urbanization, technical progress, etc., a so- 
ciety may become dissatisfied with the exist- 
ing levels of performance of services. This 
requires the development of “higher” or 
negotiated levels of performance of public 
services as objectives for the community. 

The question then arises as to how to 
objectively measure the satisfaction brought 
by these enhanced levels of performance. Can 
or should a uniform criterion be established 
in this respect? It is doubtful. The allocation 
of public funds will depend in general on the 
pressures exerted by the proponents of the 
different sets of objectives. That is to say, the 
extent to which the public (represented and 
persuaded by politicians) is willing to accept 
further burdens which may mean the curtail- 
ment of personal choices in favour of en- 
hancing the scale and variety of public al- 
ternatives. 

Attempts can be (and are) made to quan- 
tify in financial terms the benefits obtained 
from these additional social services. At- 
tempts have also been made to find an ob- 
jective measure of the trade-off values be- 
tween the alternative uses of public funds. 
However, the very nature of these negotiated 
performance levels may defy quantification 
of this kind. They correspond to value judg- 
ments and involve group interests. All these 
factors are a part of the human condition and 
reflect the scale and variety of choices, but 
through the mediation of the politicians, the 
public’s wishes can be made known. 


Planning as a Tool 
Planning, by itself, does not set objectives, 
does not limit choice nor restrict personal 
freedom. Planning is a rational method of 
coordinating the allocation of resources for 
future developments. It may, in fact, have as 
its immediate objective the opening up of 
new options, thereby enhancing the multi- 
plicity of choice. Comprehensive land-use 
plans, for example, can save valuable farm 
lands for agriculture while providing ade- 
quate residential areas and outdoor recrea- 
tional facilities. Just imagine how planning 
could have improved the water of our lakes 
and rivers, the air we breathe, our cities! 
Plans may be designed to meet negotiated 
requirements or—as another extreme — 
could deal exclusively with minimum require- 
ments for public services. In Western socie- 
ties, the planning process usually contains 


both minimum and negotiated components. 
The boundaries between these two levels of 
performance are themselves subject to change 
over time. Once a negotiated level of perfor- 
mance has been accepted and incorporated 
into the public expenditures, it then tends to 
be considered as non-negotiable, and in fact, 
becomes the new minimum. However, these 
previously negotiated levels of performance 
continue to represent a secondary layer above 
the hard-core, basic requirements for social 
services and could in extreme circumstances 
be totally or partially removed as a result of 
political change. 

Planning does not in any way set policy; 
its only function is to provide a strategy 
whereby a community may attain certain 
objectives. To the extent that the planning is 
employed successfully, a community uses 
fewer resources and spends less time achiev- 
ing its objectives than it would without a 
plan. The particular relevance of planning to 
the present day situation is that the problems 


of the world are becoming progressively more , 


severe. High living standards and rapid popu- 
lation growth combined with increasing tech- 
nological change all require the husbanding 
of resources on an unprecedented scale. We 
can no longer afford to live as though our 


environment were limitless. It is now neces- 


sary to plan so that we use our resources in 
the best way possible. 
Unfortunately, in the past this was not 


done, and we are now suffering the conse- | 
. | 
quences. We are now burdened with the task 


of suppressing the effects of retained pesti- 
cides, disposing of nuclear wastes and elim- 
inating water and atmospheric pollution in 
plant and animal tissues. In addition, because 
of a lack of foresight in the past, we must 
now put up with regulatory measures result- 
ing from the conflicting demands on our 
resources. 

This situation will likely persist if we 
continue to regard economic growth as a) 
good thing in itself. We are now having to 
pay for our growing abundance of material 


goods with increasing environmental discom- | 


fort and anxiety. As a result, the number of 


people insisting on the need to change our 


life-style and value system is increasing. Thus | 


it is vital that attempts to improve the quality | 


of life be based on comprehensive, technically | 
efficient planning activities. 


Summary and Conclusions ; 


The submission of any proposed plan to the 
cabinet, parliament and the public has to be’ 


more than a ritual. It is a vitally important 
step which serves to check the validity of the 
assumptions and the feasibility of attaining 
the stated and implicit objectives of the pro- 
posed plan. 

Public discussions of a plan are particularly 
important when alternative proposals to meet 
requirements for public services could signi- 
ficantly influence the lives of a great number 
of people. It is exactly these controversies 
that can give the people a chance to influence 
decisions regarding their own future. 

The democratic decision-making process 
implies the active participation by well-in- 
formed citizens. However, the growth of 
technology has decreased the individual’s 
share of the knowable, resulting in an increas- 
ing gap between the knowledge of the expert 
and the understanding of the public. This is 


one of the reasons why the public is becom- 
ing increasingly disoriented and indifferent in 
issues which are vitally important. 

Specific points that must be kept in mind 
are the following: 


1. In order to provide the public with an 
opportunity to understand special tech- 
nological problems, specialists should use 
the simplest possible language in explain- 
ing their proposals. 


2. In our society, planning, concerned with 
strategies aimed at satisfying a number 
of (minimum and negotiated) require- 
ments, is becoming increasingly impor- 
tant. However, we have to realize that 
planning models are logical tools only. 
Their usefulness depends on their validity 
and the validity of the models must be 
tested against reality on a continuing 


basis. Consequently, technocrats, poli- 
ticians and the public must work together 
in planning. 

The fulfilment of basic, minimum re- 
quirements assures the survival of man 
as a social being, but a multiplicity of 
choices assures the survival of man as an 
individual. 

Once the community has set its own 
objectives, it is the planners’ task to 
ensure that these objectives are attained 
promptly and economically. 


To make this whole process workable, 
all citizens should be informed as to the 
effects that change has on a society. Only 
in this way can all citizens make meaning- 
ful contributions to a democratic planning 
process. 


Geocoding—A Technique in the Development of Urban 


E. Weatherhead, Statistician 
Department of Treasury and Economics 


The Information Problem 

The rapid growth and almost unbelievable 
change that urban areas have experienced 
in recent decades has led, slowly but surely, 
to recognition that future growth will have 
to be better regulated if we are to maintain 
our cities as desirable living entities. 

Realistically, this cannot be adequately 
done unless we are in a position to readily 
identify problem areas, pressing needs and 
issues relevant to proper development. Knowl- 
edge of existing conditions, in terms of people, 
property, and metropolitan structure is essen- 
tial. Our present knowledge is not adequate. 

The problems of providing information 
necessary for effective decision-making with- 
in cities are unique. Cities rely, to a large 
degree, upon data generated at provincial and 
federal levels which are not, generally, ade- 
quate for their needs. Cities have a great need 
for small-area data which are timely and ac- 
curate and which reflect their always-chang- 
ing level of activity. This need is not met 
today. 

The decennial census of population and 
housing provides extensive information about 
the urban environment, but in rapidly chang- 
ing areas this information quickly becomes 
obsolete. Studies aimed at pressing problems 
have gathered data on a ‘one shot’ basis, but 
generally fail to provide the means for regular 
supplementation of this data. 

It is an unfortunate fact that many vital 
public decisions are made without access to 
current and comprehensive data on the urban 
environment. Often, the relevant problems 
cannot be properly defined or even recog- 
nized due to the inadequacies of the data and 
the constraints imposed by agency considera- 
tions, an approach which limits the compre- 
hensive perspective. 


Growing Technology 

Recent advances in electronic data process- 
ing have made it possible to consider the 
development of systems to cope with the 
above problems. The advent of the large- 
scale computer has, in some cases, multiplied 
by factors of a thousand the capability for 
developing and maintaining large data files. 
Program options, which previously have not 
been feasible, are now a reality and the 
development of both hardware and software 
has now reached the point where large-scale 
computers can be realistically utilized to put 
the information problem in order. 


Information Systems 


Unco-ordinated Approach 
Unfortunately, governmental collection and 
development of information has reached its 
present status in an ‘ad hoc’ fashion. Much 
data is gathered by public agencies in the 
course of their normal activities. Each agency, 
however, is interested only in the specific 
data it needs for its own particular opera- 
tional responsibilities. There is little attempt 
at interagency communication, to discover 
if the data needed already exists, or to ascer- 
tain whether another agency needs data 
which can be easily collected, at minimal 
extra cost, during the course of a proposed 
survey. A comprehensive view is nonexistent. 
The resultant chaotic situation is unfor- 
tunate. Data are collected and coded without 
proper regard to methods and procedures 
developed elsewhere. Consequently, it is not 
difficult to understand the sources for the 
incompatibility of existing material. 


The Nature of the Need for a Planning 
Information System 

The nature of the need for data on a small 
area basis was emphasized by the 1966 cen- 
sus which showed that nearly one-half of 
Canada’s population at that time — some 9.7 
million people — were living in 19 metro- 
politan areas. Moreover, the Economic 
Council of Canada has estimated that well 
over 80 per cent of the 25 million population 
it forecasts for Canada in 1980 will live in 
urban areas —and that about 40 per cent 
of these urban dwellers will live in the 
Montreal, Toronto, Vancouver, Winnipeg, 
Calgary, Edmonton and Ottawa regions 
alone. 

The rapid advancement in data processing 
technology and statistical methodology to- 
gether with the expansion of statistical needs 
by economists and other data users has ren- 
dered former methods of collecting, organiz- 
ing and disseminating data inefficient and 
obsolete. Complete utilization of data cur- 
rently being gathered at great cost and in- 
convenience is being thwarted by the appli- 
cation of inflexible and incompatible geo- 
graphic and other standards, which prevent 
the convenient manipulation and integration 
of data. Consequently, there is an urgent 
need for new methods of assembling and pro- 
viding data for policy planning and analysis. 
Geocoding is intended to provide improve- 
ments in efficiency by allowing the integration 
of various kinds of data for any specified 
area. This procedure should provide a larger 
quantity of better quality data which can be 


more quickly obtained, easily understood, 
and correctly used. 


The System — Geocoding 

In response to the need, the Dominion 
Bureau of Statistics has under development 
a computerized system for providing 1971 
census data for large urban areas on a user- 
specified basis. 

It is envisaged that the system will eventu- 
ally make available any combination of cen- 
sus or other data for virtually any area that 
the user might specify (within minimal limit- 
ations). The main objective is to provide 
tabulations relatively quickly and inexpen- 
sively by automatic selection and aggregation 
of a series of building blocks that make up 
the area specified by the user. In the larger 
urban areas these would be city block-faces; 
enumeration areas will be used elsewhere. 
The service will be made possible by the auto- 
matic precoding of all census addresses. 

Eventually, diverse socio-economic statis- 
tics from other surveys could become avail- . 
able on a similar basis, with cross-tabulations 
in a variety of combinations. 

This Geographically Referenced Data 
Storage and Retrieval System (GRDSR), 
more commonly called Geocoding, empha- 
sizes provision of data on larger urban cen- 
tres by areas specified by the user, as opposed 
to present standards, such as, enumeration 
areas, census tracts, and municipalities (for 
which census data will continue to be pro- 
vided). 

The system consists of a set of data pro- 
cessing operations and the storage and re- 
trieval of the corresponding data on ran- 
domly accessible data storage devices. It 
provides flexibility for the retrieval and tabu- 
lation of any combination of census data and 
for cross-referencing of different data files 
by any specified area (provided that the con- 
fidentiality requirements of the Statistics Act 
are safeguarded ).1 


Conceptual Aspects 

Geocoding is a refined technique of geo- 
graphically coding addresses by assigning to 
each of them, through a computer process, 
x, y co-ordinate values. The system is based 
on the fact that most surveys or pieces of 
information have common reference points — 
the addresses of respondents. 

On this basis, once a survey is taken, the 
data obtained from each respdndent is at- 
tached to his address, which can be con- | 
verted to a machine readable form. Then the 


1Dominion Bureau of Statistics, Geocoding — 
Facts by Small Areas, Ottawa, 1968 


appropriate geographical co-ordinates, as ref- 
erenced in the Universal Transverse Mercator 
System, are attached to the address. 


Address Conversion File — Concept 

A necessary tool for the referencing of in- 
formation to areal units is the Address Con- 
version File (ACF). The ACF is a listing 
from the area of all block-faces (generally 
one side of a street separated by consecutive 
intersections) by: 


(a) block-face terminal addresses; 
(b) street names; 


(c) block-face centroid co-ordinates. 


As an essential working machine readable 
file, the ACF must be kept constantly up to 
date as to changes of addresses, changes in 
street names, and all other pertinent data. 

A graphic and tabular representation of 
the ACF is given in Table 1 and Figure 1. 

The work required for establishing an 
Address Conversion File represents a major 
effort at the present time. It is estimated that 
the preparation of a conversion file for a city 


of one million people currently would take 
three clerical man-years work. It is very 
likely, however, that’ this time will be halved 
by improved system design, methodology and 
on-the-job experience. The creation of the 
conversion file requires: 

1. The selection of an accurate map of the 
municipality; 

2. The updating of it; 

3. Preparation and keypunching of a street 
index; 

4. The digitization of strategic points along 
all streets representing beginnings, ends, 
intersections, and changes in direction; 

5. The preparation, coding and keypunching 
of address ranges by block-face; 


6. The input data must be edited, verified, 
and processed by computer; 
7. Block-face centre points are calculated 


and the address conversion file is pro- 
duced.” 

A by-product of the operation is a plotted 
street map for the municipality. Figure 2, 
page seven is an example of a computer 
printed map. 


Table 1 — Tabular Representation of 
Address Conversion File 


Block Face Block Face 

Address Centroid 
Street Name Ranges X.Y 
Glenrose St. 1 SH) 0010.2226 
Glenrose St. 35 87 0155.2226 
Glenrose St. 97 101 1163.2226 
Glenrose St. 2 40 0010.1784 
Glenrose St. 42 86 0355.1784 
Glenrose St. 88 102 1363.1784 


Defining the Query Area 

Using the block-faces as units, the urban 
user can define his own specific study area 
simply by outlining the block-face within the 
desired area. This may be done, and prefer- 
ably should be done, on a computer-printed 
map which DBS proposes to supply. 


Figure 1 — Address Conversion File — A Graphic Illustration 
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2J. I. Weldon and I. P. Fellegi, Computer 


Methods for Geographical Coding and 
Retrieval of Data in the Dominion Bureau of 
Statistics, DBS, Ottawa. 
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Areas may be enclosed by streets, or by 
other well-defined boundaries, may cut across 
boundary lines of census tracts or enumera- 
tion areas (in urban applications) but may 
not cut across block-faces. Thus, the user has 
considerable flexibility in areal delineation 
and almost unlimited practical possibilities 
are opened up for users whose interests are 
essentially small area in nature. Typical of 
areas that could be studied under the 
GRDSR system are school districts, town 
planning districts, traffic zones, product test- 
ing, and marketing zones. 

It should be emphasized again at this point 
that the confidentiality requirements of the 
Statistics Act prohibit disclosure of informa- 
tion on individuals or individual bodies. 
Therefore the user should not expect to re- 
ceive data for individual block-faces or even 
city blocks. However, the benefits of the 
system far outweigh this constraint. * 


Storage and Retrieval 
Once geocoded, data for individual records 
are stored as strings — each string recording 
the information for one data characteristic 
of the population reported. 

Information in each string will be arranged 
as to: 


(a) Individuals within households; 
(b) Households within block-faces; 


(c) Block-faces within the urban geocoded 
area. 


There are as many data strings as there are 
data characteristics recorded. While the de- 
sign of the strings assures maximum efficiency 
in retrieval and cross-tabulation, the required 
data strings and the portions corresponding 
to the designated retrieval area are accessed 
through the block-face centroids. 

By storing data in this fashion, it is anti- 
cipated that retrieval will be a relatively 
simple operation. 

In the initial step, the user will specify 
the exact data characteristics, the precise 
variables for these characteristics (age, sex, 
income, ethnic origin, etc.) and the bound- 
aries of the requested area. Computer pro- 
cessing will then select all the block-face 
centroids which lie within the area. From this 
point, a generalized program will retrieve 
and tabulate requested data fields bearing the 
selected block-face identifications. No pro- 
gramming work will be required on the part 
of the user, nor any knowledge of computer 
programming. 


Scope and Limitations 

Geocoding urban areas requires a large initial 
supply of street input information, such as, 
accurate street maps and up-to-date address 
ranges — and this information must be con- 
stantly updated. 

Since this information must be coded for 
computer processing, there are obvious limits 
on the number of urban areas that can be 
geocoded by DBS for the 1971 census. Pres- 
ent objectives call for processing those areas 
that had a city-proper population in 1966 of 
at least 100,000 — providing also that there 
are local agencies in these areas that are pre- 
pared to supply and periodically update the 
required street input information. + 


Activities in Ontario 

Recognizing the importance of geocoding for 
urban analysis and policy planning, a team 
from the Ontario Government, comprised of 
members of the Department of Treasury and 
Economics and the Department of Highways 
has been formed to investigate the possibility 
of applying geocoding techniques to projects 
in Ontario. To further assess the need for and 
usefulness of geocoding within the Ontario 
Government, a seminar on geocoding spon- 
sored by the Ontario Statistical Centre was 
held in September 1970. The seminar was a 
part of the research work and general activi- 
ties conducted by the Ontario Statistical 
Centre in the area of geocoding. 


GEOCODING — A TECHNICAL VIEW 


The prime concept of the Dominion Bureau 
of Statistics Geocoding System can be ex- 
amined with a view to underlining the im- 
portance of the system’s spatial framework 
in the attainment of its objective; namely, 
tabulation of data by ‘ad hoc’ areas specified 
by the users. 

The three main elements of the spatial 
framework are: 


1. The block-face; 
2. the address range of each block-face; 


3. the geographic co-ordinates of each block- 
face. 


The Basic Concept 

In order to furnish users with data for small 
areas specified by them on an ‘ad hoc’ basis, 
a spatial framework is required, composed of 
primary areal units to which data can be 
referenced or coded (hence ‘geocoding’ ), and 
from which, in aggregation, the query areas 


of data users can be constructed. Although 
the specific properties of the primary areal 
units will vary according to the spatial frame- 
work and system adopted, there are at least 
three significant characteristics that they must 
exhibit in a computerized system designed to 
retrieve data for user-specified areas: (i) they 
must be small enough to function as building 
blocks; (ii) they must be identifiable by a 
code; and (iii) the location of each one must 
be unique and specific within an ordered 
spatial universe. 

In urban areas DBS has approached the 
geographical referencing of data to primary 
areal units by means of a concept known 
generally as ‘street address conversion’®. The 
logic behind street address conversion as a 
technique for geographical referencing is as 
follows: The statistical population for which 
data are collected may be identified in urban 
areas by an address (specifically a civic, i.e., 
municipal, house number form of address, 
such as 1210 Carling Avenue, Ottawa, On- 
tario). Addresses are pre-grouped conven- 
iently, in most cases, into address ranges for 
block-faces® of city streets. A block-face is 
a meaningful areal unit to planners, adminis- 
trators and researchers in general, and it is 
usually small enough that it could serve as 
the primary areal unit of a spatial framework. 
However, block-faces, while they may be a 
readily identifiable and discernible element 
of the street pattern, are not provided with 
a location-specific identification (i.e., an 
unique x, y co-ordinate value) on the basis of 
their address ranges alone. The street name 
and address of a data observation do not 
describe the absolute location of the obser- 
vation within an ‘ordered’ spatial framework, 
nor do they indicate relative location with 
respect to all other data observations. 


°The street address conversion concept was 
introduced to the Dominion Bureau of 
Statistics by members of the Urban Data 
Centre, University of Washington, Seattle. For 
the detailed development of the concept see 
Dial, 1964; Calkins, 1965; Crawford Jr., 1967. 
°The term ‘block-face’ is used to designate 
one side of a street between neighbouring or 
consecutive intersections. The block-face 
constitutes the primary areal unit of the 
system’s spatial framework, though on occasion 
it may be split either to respect the presence 
of a statistical area boundary or to retain some 
semblance of an optimum size. ‘Address 
ranges’ referred to in this study are the terminal 
civic house numbers for each block-face or 
split block-face. Their values are such that they 
enclose all individual civic house numbers in 
the primary areal unit. 


“Dominion Bureau of Statistics, op.cit. 
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In order for block-faces to function as 
primary areal units within an automated spa- 
tial information system, they must each be 
provided with a location-specific identifica- 
tion. This latter step is achieved by relating 
the nominal grid to a geographic grid system, 
(Transverse Mercator Grid System). 

Block-faces may be represented by a point, 
the location of which in two-dimensional 
space is expressable as a set of co-ordinate 
values (x,y) within a geographic grid system. 
The co-ordinate identification of this point 
location is unique within the zone of the 
geographic grid system. The point that is 
chosen is the mid-point of the long axis of 
the block-face set back from the street centre 
line a prescribed distance. This mid-point is 
termed the block-face ‘centroid’.7 The co- 
ordinate values for the centroid of the block- 
face can be used as a code and assigned to 


each data observation occurring on the block- . 


face, thus identifying the data and simul- 
taneously placing it in an ordered spatial 
framework. This process is known as creating 
an Area Master File. 

A ‘conversion’ can be effected between 
the nominal grid® elements (street name and 
address range by block-face) and the geo- 
graphic grid? element (the centroid of the 
block-face expressed in co-ordinates). Data 
bearing a street address identification can be 
tested by computer against a file of address 
ranges and corresponding centroid values. 
Once the appropriate address range has been 
found for the address in question, its centroid 
value can be substituted for the data’s street 
address, and the data can be stored on the 
basis of this newly acquired identification. 
Geographical referencing or geocoding will 
then have been accomplished. The process 
is known as creating an Address Conversion 
File. 


Spatial Framework 

The basic elements of the geographic frame- 
work of a street address conversion system 
are derived from the urban landscape and a 
geographic grid system. Only those features 
that would be vital to the development of a 
spatial framework for the referencing of data, 
and that would provide attendant plotting and 
graphic capabilities are abstracted from the 
urban landscape. It is with reference to these 
features that the term ‘nominal grid’ is used 
in this study. They may be classified as fea- 
tures of the street pattern and as non-street 
features, such as rivers, railways and area 
boundaries. 


Block-face 


Street Name address range 


Co-ordinates of block-face 
mid-point (centroid) 


(X) (Y) (Zone) 
Adam St. 1-19 481,209 4,896,212 12 
2-18 481,217 4,896,180 12 
SUC 


The spatial framework for the geographic 
referencing of data is arrived at through the 
street pattern!”. There are two basic ele- 
ments: (i) portions of streets known as 
block-face; and (ii) street address ranges for 
each of these. The nominal grid and the geo- 
graphic grid are brought together by record- 
ing the mid-point or centroid of each block- 
face in terms of the co-ordinates of the 
geographic grid and relating all elements in a 
single address conversion file. See example 
above. 

The centroid code assigned to data obser- 
vations by means of an address conversion 
file is the fundamental element of the auto- 
mated system of geographic referencing of 
data for subsequent storage and retrieval. 


Plotting and Graphic Capabilities 

The nominal grid lends itself to representa- 
tion in a machine-processable form for both 
street features and non-street features which, 
when defined in terms of the geographic 
grid, permit automated map plotting and 
computer mapping. An example of computer 
mapping is shown in Figure 2. Each street 
feature and non-street feature, identified by 
name, is coded as a string of points or ‘nodes’ 
that sequentially represent terminals, inter- 
sections with other features and abrupt 
changes of direction. Once associated with a 
geographic grid co-ordinate, each node has a 
location-specific identification that places it 
uniquely within an ordered spatial universe 
and in relative position to all other points 
described therein. Automatic plotting of fea- 
tures is achieved by connecting node strings 
by straight lines on the basis of the node 
co-ordinate values. 

The co-ordinate location of centroids is 
calculated from the geographic co-ordinate 
values of the nodes that define the block- 
face; thus, both the establishment of the 
spatial framework (primary areal units, ad- 
dress ranges, centroids) and the definition of 
features are achieved by means of a mutual 
process. 

The suitability of the geocoding system for 
general street mapping by computer at any 


specified scale has been demonstrated in pro- 
gram development. The geocoded data base 
also lends itself to line-printed and more so- 
phisticated computer mapping routines. 


The Block-Face 

The block-face is one of two basic elements 
of the nominal grid; the other being the ad- 
dress range. Earlier in this article, the block- 
face was identified as the primary areal unit 
of the spatial framework. Defined in this way, 
it is understandable that this unit has also 
been considered as the basic ‘building block’ 
of the system, whereby through aggregation, 
specified areas may be constructed. How- 
ever, conceptually, the block-face is not so 
much the building block of the system as 
is the ‘address range’. Two basic functions 
of the block-face then become: physically 
containing the address range building block, 
and providing a convenient mental image or 
frame of reference with which the address 
range can be associated. Later in this paper, 
the repercussions of choosing the block-face 
as the primary areal unit will be discussed in 
the context of data retrieval. 

The block-face is perhaps most charac- 
terized by its lack of standardization. In this 
respect it is not, at first glance, a very satis- 
fying prospect as the primary areal unit of a 
spatial framework. However, block-faces are 


‘The ‘centroid’ is a point location situated 
at the mid-point of a block-face (or any other 
primary areal unit) and recessed a standard 
distance from the street centre line. Its 
co-ordinate values serve as both a code 
attributable to all data observations on the 
block-face, and as a unique location-specific 
identification for those data observations. 
‘Nominal grid denotes the street pattern and 
similar linear non-street features such as rivers, 
railways and boundaries. 

*Geographic grid refers to a Cartesian grid 
having a known origin and scaled abscissa and 
ordinate axes that enable positions on the 
earth’s surface to be reckoned in co-ordinate 
values. 

United States’ plans along these lines have 
taken the form of Address Coding Guide 
(ACG) and Dual Independent Map Encoding 
(DIME) programs for the 1970 Census. 


generally small areal units that function ade- 
quately in conventional information systems 
and to which administrators, planners and 
researchers at large can associate their in- 
formation needs. In addition, the image of a 
block-face is readily projected, and actual 
block-faces can be delimited in the field. 
Figure 3 illustrates the variability of block- 
face dimensions and orientation. 

In an assessment of the usefulness of the 
block-face it should be pointed out that it is 
a significant entity within the street address 
conversion concept only insofar as its statis- 
tical population can be identified and ex- 
pressed in terms of an address range. A 
block-face whose content is not expressed by 
an address range, notably as a result of 
vacant land or parks and possibly also dwell- 
ings, does not become a primary areal unit 
within the system. This situation can be 
rectified by establishing a pseudo-address 
range for the block-face and pseudo-ad- 
dresses for the block-face components. 


The Centroid 

The centroid!! is generally the mid-point of 
the block-face recessed a standard distance 
from the street centre line; it may also be the 
recessed mid-point of a segment of a split 
block-face. The centroid might better be 
referred to, conceptually at least, as the 
‘primary area data point’ or perhaps ‘coded 
data point’. 

The nature of the centroid within the sys- 
tem is highly conditioned by the characteris- 
tics of the nominal grid, notably the street 
pattern and its block-face components. 

The number of centroids is equal to the 
number of primary areal units (that is, block- 
faces and block-face segments) for which 
address ranges are present. The usual system, 
which calculates a centroid for a primary 
areal unit in association with an address 
range, could be modified to calculate a cen- 
troid for each and every block-face with or 
without addresses. 

The centroid represents the final abstrac- 
tion of the urban landscape to the context of 
the geographic grid, for purposes of geocod- 
ing. In effect ‘area’ is mapped as a ‘point’, 
leaving a vacuum surrounding discreet points 
in place of a continuous spatial surface or 
plane. Each centroid is a point, having no 
areal extent. The co-ordinate values of the 
centroid are simply part of the co-ordinate 
field of the geographic grid. The centroid is 
linked to the primary areal unit (be it a 


Figure 3 — Block-face Dimensions and Orientation 
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Figure 4 — Variation in Centroid Data Content 
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Figure 5 — Data Relocation to the Centroid 
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block-face or a fraction of a block-face) by 
an address range expression of that unit. 

Centroid data content, that is data attri- 
butable to the centroid for data storage, is 
variable. As Figure 4 illustrates, the data 
content of a centroid may vary both in 
quantitative and qualitative terms. 

In Figure 4, centroid ‘A’ is the code and 


spatial identification for 8 single-family 
dwellings; centroid ‘B’ groups 2 high-rise 
apartment buildings containing 200 dwell- 
ings; and lastly, centroid ‘C’ groups 2 small 
apartment buildings and 3 single-family 
houses for a total of 53 dwellings. 

As indicated above, the centroid is the 
point representation of an area. The reloca- 


See footnote 7. 
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tion of data from its absolute location to a 
representative point location follows logi- 
cally. This is shown diagramatically in 
Figure 5. 

The spacing of centroids reflects the geom- 
etry of the nominal grid, specifically the 
street pattern. A regular grid street pattern 
(assuming address ranges throughout) re- 


sults in a regular, orderly centroid distribu- 
tion (see Figure 6). 

In irregular street pattern areas the resul- 
tant spacing of centroids is less orderly. An 
example of the distribution of centroids in a 
curvilinear street area (a type found increas- 
ingly in suburban areas and new towns) is 
shown in Figure 7. 


Figure 6 — Centroid Spacing and Pattern in a Regular Grid Street Network 
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Figure 7 — Centroid Spacing and Pattern in a Curvilinear Street Network 


Curvilinear street network 


Centroid spacing and pattern 


The Address Range!” 

In the context of a street address conversion 
system, address ranges form the fundamental 
link between the nominal grid elements — the 
primary areal units (block-faces and frac- 
tions of block-faces) and the geographic 
grid elements — the centroids. 

Effectively the address range defines the 
statistical population that will be ascribed to 
the centroid. In this capacity, it exercises a 
discriminating function, permitting address- 
bearing data to enter the system. Within its 
values, the address range contains all of the 
address numbers of a primary areal unit, but 
nothing is said about the location or distribu- 
tion of individual addresses within that areal 
unit. For this reason and the fact that many 
block-faces do not contain address ranges, it 
is more accurate to consider the address 
range (as opposed to the block-face) as the 
true ‘building block’ of the system. 

While forming a viable link between the 
primary areal units and the geographic grid, 
the use of the address range is not without 
certain disadvantages, most of which can be 
overcome. 

Initially, it is necessary to define an ad- 
dress range for each primary areal unit. Once 
obtained, such address ranges must be con- 
tinually checked and updated to ensure that 
they reflect changes in the street and address- 
ing pattern as the city develops. 

A second difficulty arises from anomalies 
in addressing systems. Though most civic 
house numbers increase sequentially along a 
block-face, the system must contend with 
even numbers occurring within odd address 
ranges (and vice versa), and occasionally 
with civic house numbers that cannot be 
included within a given address range. 

A third difficulty presents itself in the case 
of dwellings (or any other statistical popu- 
lation) that do not bear an address. Such a 
situation is infrequent in large urban areas, 
and can be resolved by providing a ‘pseudo’ 
address for each occurrence. 

The disadvantages, mostly operational in 
nature, of the address range are minor in 
comparison with the major advantages of its 
widespread use. More specifically, individual 
addresses are used extensively by many gov- 
ernment agencies and private firms to identify 
information on statistical populations. Since 
any data identified by an address can be 
accorded a centroid value, the data storage 
design can be ‘open-ended’ to include addi- 
tional survey data. 


12See Footnote 6. 


Figure 8 — The Address Range in Terms of the Block-Face 
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Analytical Aspects of Data Storage 

and Retrieval 

A geocoded census data base may be viewed 
conceptually as one large storage file, al- 
though this file may be split into sub-files. 

The data observations derived from a 
census or other questionnaires will be kept 
separate for each member of the statistical 
population. The members of the statistical 
population will be arranged within the geo- 
coded data file in terms of their position 
within their primary areal unit. Although 
they are kept discreet for purposes of cross- 
tabulation of characteristics, all members of 

‘the statistical population (and their associ- 
ated characteristics) are ‘grouped’ under the 
centroid of the primary areal units in which 
they are situated. The orderly arrangement 
of the primary areal units themselves within 
the census data file will be according to the 
co-ordinate values of their respective cen- 
troids. 

Since a geocoded data file may be con- 
ceptually viewed as one large file structured 
geographically on the basis of the co-ordinate 
values of centroids, the primary areal units 
determined under an urban system of geo- 
coding will merge with those primary areal 
units (of a different nature) designated with- 
in a rural geocoding system. 

The ordering of primary areal units within 
the geocoded data file on the basis of their 
‘centroid’ co-ordinate values has a number 
of advantages at the data retrieval stage. 

Any request for data from users must in- 
corporate four elements; statistical popula- 
tion, variable(s), time and space. The geo- 


coding system has been designed primarily 
to contend with the spatial dimension dis- 
cernible in any user request. In a narrower 
sense, it has been designed to allow for data 
retrieval by specified areas of sub-munici- 
pality size. The system seeks to provide tabu- 
lations for ‘ad hoc’ areas specified by the user 
by collecting the data of the individual finely- 
gauged primary areal units to form the re- 
quested aggregation. 

Areas specified by users are expected to fall 
into four main categories: (i) bounded 
areas or ‘polygons’; (ii) concentric zones 
or distance bands; (iii) street-oriented areas 


‘and, (iv) uniform data regions. 


Figure 9 presents an example of a polygon 
request in which the ‘area specification’ called 
for data tabulation by traffic zones one to ten. 

Other examples of bounded polygon sets 
might include school districts, planning 
neighbourhoods, wards and police districts. 


Figure 9 — User-Specified Areas: Polygonal 


Figure 10 — User-Specified Areas: 
Concentric 


Area Specification: 5 miles and 10 miles from City Hall 


Figure 10 illustrates a request for data 
tabulations by concentric zones, as defined 
by radii from a central point. 

Figure 11 illustrates the specifications of 
a request for data for both sides of a street 
between specified intersections. 


Figure 11 — User-Specified Areas: Street-Oriented 


Area Specification: A street, both sides between B and C streets 


Geocoding — A Technique in the Development of Urban Information Systems 


Figure 12 — User-Specified Areas: 
Uniform Data 
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Area Specification: Contiguous block-face where greater 
than 50% of families have 3 children or more. 


Figure 12 illustrates a form of areal re- 
trieval that may ultimately be practical, i.e., 
retrieval of tabulated data and regional de- 
limitation based on homogeneous charac- 
teristics. 

The suitability of the block-face and split 
block-face as primary areal units in the 
consiruction of areas specified by users will 
vary according to the type of area specifica- 
tion submitted by the user. 

The general approach to data retrieval de- 
fines the boundaries of user areas in terms 
of the geographic grid, and subsequently 
searches the file of centroids using a point-in- 
polygon geometric algorithm to determine 
which of the co-ordinate values of the cen- 


troids are ‘inside’ the defined areas. The data 
coded with the centroids found to lie inside 
the defined areas are tabulated in accordance 
with the user’s specifications. 

One final note on data retrieval should be 
made. Primary areal units, being small and 
containing a variable statistical population 
content may present problems, even in aggre- 
gation, in terms of maintaining confiden- 
tiality and/or of exhibiting a high sampling 
and non-sampling error. In the former case, 
suppression of data would be required in 
accordance with the regulations of the Statis- 
tics Act and, in the latter case, an estimate 
of such errors might have to be provided 
with the tabulations. 

Summary 

Those elements of the street address con- 
version node of geocoding for urban areas 
that might be considered as geographic in 
nature have been identified as the block-face, 
the centroid and the address range. The 
block-face and the address range have been 
construed as elements of a nominal grid that 
functions as a spatial framework for referenc- 
ing data. However, as the nominal grid is an 
imperfect tool with which to determine either 
relative or absolute location, it is merged 
with a geographic grid system by providing 
each primary areal unit of the nominal grid 
with a centroid, or co-ordinate location with- 
in the geographic grid. 
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The block-face, block-face centroid, and 
block-face address range elements have each 
been examined in detail in order to describe 
the role that they play in a street address 
conversion system and to determine the 
manner in which their characteristics effect 
the attainment of geocoding system objec- 
tives. The study reveals that the address range 
may be considered the real building block of 
the spatial framework, although the block- 
face serves to contain this range physically 
and to convey a convenient mental image of 
it. The centroid, however, is the most funda- 
mental element of the operational system. 
Expressed in geographic co-ordinates, it 
serves as a code attributable to data observa- 
tions for the block-face in question and as a 


unique location-specific identifier for those 


observations. The Cartesian relationship of 
centroid co-ordinates permits data for all 
block-faces to be stored in a single randomly 
accessible data base, for subsequent aggre- 
gation by block-face to satisfy user requests 
for data by non-standard areas. 

In this study the geographic elements of 
the system have been shown to underpin the 
entire system concept. Therefore, it seems 
reasonable to conclude that the development 


of any spatial information system should in- — 
clude fundamental research into the nature ~ 
of the spatial framework that ultimately will | 


affect the utility of the system. 
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About The Review 

The November/December edition of the 
Ontario Economic Review presents an article 
on the methodology underlying the develop- 
ment of a comprehensive set of economic 
accounts for Ontario comparable to the 
National Accounts. Provincial economic 
accounts constitute an invaluable tool for 
quantitative economic analysis and provide 
the indispensable data base for the develop- 
ment of an econometric model for the 
province. 

The first section of the article outlines 
the conceptual framework of the Ontario 
accounts, while the second part of the study 
provides a concise exposition of the estima- 
tion procedures employed. The final section 
presents a description of the sectoral 
accounts and their structural interrelation- 
ships. Annual estimates of the major 
components of Ontario Provincial Product 
for the period 1957-1969 are presented 
in the Appendix. 

This article was prepared by Dr. M. V. 
Chari and Mr. R. H. Frank, Director of the 
Economic Analysis Branch. Dr. Chari is 
Professor of Economics at McMaster 
University and has been associated for the 
past two years with the Economic Analysis 
Branch of the Economic and Statistical 
Services Division as a research consultant. 
The authors acknowledge with appreciation 
the contribution of Mrs. P. Fromstein, Senior 
Economist with the Provincial and Regional 
Accounts Section. 
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Indicator Charts, Pages 18-20 
Fluctuations in aggregate economic activity 
— commonly used to define business cycles — 
do not necessarily correspond with fluctua- 
tions in the individual activities which make — 
up the aggregate. Instead different indicators 
of economic activity may vary with respect , 
to both their rates of growth and the timing 
of their peaks and troughs: some may 

grow more rapidly than others, some 
change direction sooner. 

Those activities which tend to assume 
a direction in advance of the aggregate — 
because they relate to future rather than 
present production — are referred to as 
leading indicators, and are widely used to 
anticipate the short-run future course of the 
overall economy. The charts on pages 18-20 
in the Ontario Economic Review present 
a number of these leading indicators, as well 
as several which are coincidental to or 
lag behind the aggregate, to provide for 
the reader an opportunity to make 
such an evaluation. 

While comparisons of the timing and 
direction of general changes in the various 
indicators can readily be made, great care 
must be exercised in making such a 
comparison of the amplitude of fluctuations. 
Of the three vertical scales used — ‘A’ | 
(arithmetic) and ‘L 1’ and ‘L 2’ (logarithmii 
scales with one and two cycles respectively 
over a given vertical distance) — only the 
logarithmic scales can be used to compare 
relative changes in different indicators. And 
this applies only when all series being 
compared are on the same logarithmic 
scale. In such a situation all parallel lines 
represent equal rates of growth, the exact 
rate of growth being determined by 
the slope of the line. 
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HE ECONOMY IN TRANSITION 

his has been a year of economic adjustment 
yr Ontario and Canada during which policies 
) counter inflationary pressures have pro- 
uced some positive results, but the effects 
ave been cushioned by the extraordinary 
rength of export sales. The strategy of both 
1e federal and provincial authorities has 
een to move away from the over-strained 
onditions of 1968-69, through a rather ex- 
‘nded transitional period, and on finally to 
more desirable state of non-inflationary 
yng-term growth. Implicit in this strategy 
as a slowing down of production and em- 


loyment and the opening-up of a margin of 


nused capacity in the economy. 

At the national level, this change of pace 
egan to show through in the second half of 
969, although the trend during this period 
yas far from clear due to serious strike inter- 
uptions. In the first quarter of 1970 a re- 
overy of this lost output, together with the 
ttainment of a record surplus on external 
‘ade, kept production from going into a de- 
line. However, it was apparent at the outset 
f the year that the rates of growth of produc- 
ion and employment were slowing; construc- 
ion work had already begun to slide off, and 

distinct softening in consumer spending 
nd business capital investment was begin- 
ing to appear. 

By mid-year the purchase of consumer 
lurables had fallen off by over 5.0 per cent 
ompared to the similar period last year. De- 
lining rates of growth in personal income 
fter taxes, tighter credit, lower rates of 
jousing completions, a disappointing stock 
narket performance and general consumer 
incertainty contributed to the fall in con- 
umer expenditures on durables. During the 
irst half of 1970 sales of furniture, appliances 
ind radio and television sets through retail 
yutlets were 3.8 per cent below comparable 
969 levels. 

Business outlays for plant and equipment 
leclined slightly in the first half of 1970, 
iffected by prolonged strikes in the construc- 
ion industry, as well as tight money condi- 
ions and the contraction in cash flows as the 
esult of lower corporate profits. This decline 
argely reflected lower spending on machinery 
ind equipment. Earlier this year official esti- 
nates indicated that total machinery and 
quipment demands in 1970 would rise by 
ipproximately 8.0 per cent. However, the 
nid-year survey released by DBS in August, 
ndicated that corporations, institutions and 
xovernments in Canada planned to increase 


machinery and equipment purchases this year 
by 11.0 per cent. The statistical evidence for 
the first half of 1970 suggests that the 
Canadian market has failed to grow at the 
pace outlined by the survey. In fact, this year 
may witness the largest ever discrepancy be- 
tween actual and intended business invest- 
ment. 

If corporate reports of intentions to pur- 
chase machinery are credible, then demands 
in the second half must rise substantially. 
However, it is highly unlikely that the in- 
crease will be strong enough to bring about 
an 11.0 per cent rate of growth. An increase 
this year of approximately 5 to 6 per cent in 
total demand seems more probable and even 
an increase of this magnitude implies sub- 
stantial demand strength in the last half. 

Much of this year’s intended investment 
was for labour-saving equipment which, 
though postponed this year, will probably be 
installed next year when easier credit condi- 
tions and the subsidence of some inflationary 
pressures as well as construction strikes clear 
the way for a resumption of higher levels of 
capital spending. Moreover, as hourly wage 
and salary costs continue to rise at unsus- 
tainable rates, it is apparent that corporate 
expenditures on machinery and equipment 
will become even more attractive. During 
July, August and September wage settlements 
indicated an average annual increase in base 
rates of 9.5 per cent according to recent in- 


formation issued by the federal Department _ 


of Labour. The settlements analysed cover 
bargaining units of 500 employees or more 
with the exclusion of the construction in- 
dustry. 

One area where investment and employ- 
ment conditions may improve is the agricul- 
tural machinery industry in Ontario. 

After several years of disappointing ex- 
port sales, lower prices and mounting stocks, 
the prospects for Canadian wheat now look 
sharply brighter. The new sales agreement 
with China, the recently announced sales to 
Algeria and the generally improved outlook 
for expanding exports of Canadian wheat 
and barley may cause a new optimism on the 
prairies which could lead to improved sales 
in farm machinery. 

The agricultural implements industry in 
Ontario has been depressed recently with em- 
ployment levels running approximately 25.0 
per cent below those of 1969. This industry 
which employed about 6,500 persons in On- 
tario in June 1970 is not one of the larger in 
the province, but has been of particular con- 


cern because its activity in the past few years 
has been considerably less buoyant than most 
of our other manufacturing industries. More- 
over, since a major concentration of activity 
in this industry exists at Brantford, the econ- 
omy of the city is closely tied to the perform- 
ance of this sector. 

Recent performance has continued to be 
poor. Sales of farm implements and equip- 
ment in Canada for the period January to 
August 1970 amounted to $206.4 million, a 
decrease of 18.2 per cent from the $252.5 
million attained in the corresponding period 
in 1969. Much of this decrease is due to the 
cutbacks in acreage of western wheat under 
the federal Operation L.I.F.T. Program 
(Low Inventories For Tomorrow) and the 
resultant poor economic position of western 
farmers. 

However, the new export agreements in 
addition to the reduced 1970 wheat crop 
have prompted the Hon. Otto Lang, the 
federal minister responsible for the Wheat 
Board, to announce that Operation L.I.F.T. 
may not be necessary next year. These factors 
may also lead to some improvement in farm 
equipment sales, and hence employment in 
the farm machinery manufacturing industry. 

Implicit in the Government’s strategy to 
combat inflation was a gradual shift towards 
easier Official policies as soon as a distinct 
slowing in the economy emerged. By the 
second quarter of this year definite signs of a 
moderating pace were evident. Although 
wage settlements continued to be high, whole- 
sale price inflation was slowing, perhaps be- 
cause of the program of voluntary price res- 
traint. The unemployment rate which had 
been climbing steadily since the beginning of 
the year reached a seasonally adjusted level 
of 6.2 per cent for Canada and 4.6 per cent 
for Ontario in May. In addition, the Con- 
sumer Price Index which had been rising at 
an annual rate of 4.2 per cent since January 
dropped to an annual rate of 3.2 per cent in 
June. 

Recognizing the turning of the tide and 
the inevitable lags between policy action and 
market response, the Canadian authorities 
began gradually to shift away from their 
previous policies of restraint to measures 
aimed at forestalling any extended slowdown 
and at encouraging a moderate re-expansion. 
In mid-May, the first overt hint of a policy 
shift was signalled by a lowering of the bank 
rate from 8.0 to 7.5 per cent. Upon the float- 
ing of the exchange rate at the end of May, 
the bank rate was again reduced from 7.5 to 
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7.0 per cent and at the first of September 
there was a third cut to 6.5 per cent. This 
was followed early in November by an addi- 
tional reduction in the official lending rate to 
6.0 per cent. During the period from April to 
June the rate of increase in money supply 
(currency outside banks plus total bank de- 
posits) rose to nearly 12.0 per cent (season- 
ally adjusted annual rate) and since then has 
been increasing at approximately 6 to 7 per 
cent. 

The shifting monetary policy plus federal 
outlays for the wheat adjustment program, 
for housebuilding and grants to provinces as 
well as added unemployment assistance com- 
bined to prevent a serious downturn. 

Primarily due to the strength of Canada’s 
export sales, but also because of increased 
government expenditures, real output at mid- 
year was roughly 2.0 per cent higher than a 
year earlier. This, in turn, tended to limit the 
slowing of Canadian incomes and profits. In 
spite of these stabilizing influences incomes 
did slacken through the first half of the year 
and consumer spending was characterized by 
caution and restraint. As pointed out pre- 
viously, housebuilding showed a fairly simi- 
lar decline and the pace of business capital 
expenditures fell well short of announced in- 
tentions. Through the summer the overall 
production trend flattened as export perform- 
ance tapered off and in mid-September the 
balance was tilted downward by the auto- 
motive strike at General Motors. 

The biggest single factor affecting the On- 
tario labour market in the second half has 
been the dispute between General Motors 
and the United Auto Workers. At time of 
writing over 25,000 men and women in 
Ontario were not working because of the 
strike and of these, nearly 5,000 were not 
employees of General Motors. A total of 
almost fifty different companies are directly 
or indirectly involved in the stoppage. One 
interesting aspect of the strike reported by 
Canada Manpower Centres was the signifi- 
cant increases in married women (the wives 
of workers on strike or locked out) enter- 
ing the labour force to seek jobs which 
would supplement the strike pay or unem- 
ployment insurance their husbands received. 

It is also of significant interest to note that 
a study of the record of work stoppages 
throughout the postwar period reveals that 
no single strike or combination of strikes — 
with the sole exception of the extraordinary 
116-day steel strike in the United States in 


1959 — seems to have had more than transi- 
tory effects on the shape of the general busi- 
ness curve. While general activity may be 
significantly affected for a short time, strike- 
period losses usually are pretty much 
balanced out by make-up production and 
sales in the period following settlement. 
There is no reason to suppose that this won’t 
be the pattern again in the case of this year’s 
automobile shutdown. 

What a major strike can do, of course, is 
to blur trends markedly, both during the time 
it lasts and immediately after it is over. Since 
the United Auto Workers’ strike in Canada 
has now lasted over two months, it may well 
be early in 1971 before it will be possible to 
judge whether recovery in the economy at 
large has begun. 

Preliminary estimates of Gross National 
Product in the third quarter recently released 
by DBS indicate modest improvement in 
activity but confirm that in recent months 
the Canadian economy has been going 
through a sluggish period of adjustment. Dur- 
ing the third quarter GNP rose by 1.3 per 
cent or one billion dollars to an annual level 
of $84.1 billion. This was a better gain than 
the increase of one-half of one per cent in the 
second quarter, but well below the average 
quarterly rate of increase of approximately 
2.2 per cent experienced in the last few years. 
After accounting for rising prices, the gain in 
volume of production amounted to 0.4 per 
cent. This compares with a marginal constant 
dollar decline of 0.1 per cent in the second 
quarter and with an 0.8 per cent increase in 
the first quarter. 

The acceleration in economic expansion in 
the third quarter appeared more due to a 
modest recovery in total fixed capital forma- 
tion than to notable strength in any major 
component of demand. But in spite of a 
moderate gain of $264 million, spending in 
this sector for the first nine months of the 
year was still running at a level considerably 
lower than the anticipations for 1970 as re- 
ported in the mid-year survey of intentions. 

Consumer expenditure on goods and ser- 
vices, the other sector that showed persistant 
weakness in the first half of the year, rose 
somewhat faster in the third quarter and 
made the major contribution to total de- 
mand. However, the largest percentage gain 
occurred in government expenditure on goods 
and ‘services, which, with a 2.0 per cent in- 
crease, continued to be an important source 


= 


of support to the economy. Offsetting 7 


increases to some extent, exports of good 
and services fell by $312 million from th 
very high level of over $21.1 billion achieve 
during the first quarter and maintaine 
through the second quarter. The decline a 
1.5 per cent was entirely caused by lowe 
merchandise exports to the United States an 
the United Kingdom; service exports rose b 
2.2 per cent, largely due to higher interes 
and dividends receipts. 

Merchandise imports also declined in th 
third quarter, by 1.8 per cent, in spite of aj 
increase in imports of machinery and equip 
ment. According to DBS increased servic 
imports, paced by travel payments, offset th 
decline in merchandise, leaving total import 
only marginally higher than in the secon 
quarter. The net result of external trans 
actions was to lower the surplus with non 
residents, on a national accounts basis, fror 
$1,056 million to $720 million. 


Distribution of Manufacturers’ Shipments, 
1967 

Canadian producers shipped 56 per cent (b 
dollar value) of their products to destination 
within their own province, 28 per cent t 
destinations in other provinces, and 16 pe 
cent to foreign countries in 1967. This re 
lationship has been established for the firs 
time in a survey conducted by the Dominio 
Bureau of Statistics. 

The study of shipments from manufacture1 
to-manufacturer and manufacturer-to-whole 
saler adds a new dimension to comparisor 
of provincial economies. For example, Or 
tario’s shipments (valued at $20,025 millia 
and representing 52 per cent of the nationi 
total) followed the national pattern ver 
closely — 58 per cent to destinations withi 
the province, 28 per cent to other provinces 
and 14 per cent to foreign countries. Quebec. 
shipments ($10,790 million — 28 per cer 
of the national total) were also close — 54 per 
cent within the province, 30 per cent to oth 
provinces, and 16 per cent to foreign cout 
tries. But Newfoundland, with shipmen 
valued at $184 million (0.5 per cent of th 
national total) kept 38 per cent of its shiy 
ments within its borders, sent 2.0 per cent 1 
other provinces and exported 60 per cen) 
while Saskatchewan ($470 million and 1. 
per cent of the national total) kept 74 P! 
cent within the province, sent 22 per cent ' 
other provinces and exported only 4.0 pi 
cent. 
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hensive set of Ontario proposals both pub- 


fax Reform and Small Business 

\ new incentive for small business, which 
vould provide personal tax relief for Cana- 
lian owner-operators, was proposed by On- 
ario Treasurer Charles MacNaughton at the 
ecent federal-provincial meeting of finance 
ninisters in Ottawa. 

The Ontario plan, which would replace 
he present dual rate of corporation income 
ax, would give a tax credit of up to $10,000 
ynnually to any Canadian who invests capi- 
al, to start or expand his own business, 
whether alone or with other Canadians. An 


. 
sntrepreneur would receive a personal tax 


reduction equal to 5O per cent of his in- 
sreased investment in any one year. The 
sroposed tax reduction would be limited to 
one-half of his personal tax liability or to 
$10,000 annually. Lifetime limit would be 
$100,000. 

Mr. MacNaughton said the plan offers 
sreater encouragement to Canadian entre- 
preneurs and more flexibility for business 
developments than either the present lower 
corporation tax rate or proposals advanced 
by the Commons and Senate committees on 
tax reform. 

_ The Treasurer suggested the effect of his 
proposal would be to provide interest-free 
loans for small-business investment. The tax 
loans would be recovered on death, emigra- 
tion or withdrawal of investment, but roll- 
Over provisions would permit re-investment 
and avoid lock-in problems. By being based 
on investment, the tax incentive would be 
available to both old and new businesses. 
The benefit would not be delayed until the 
investment returned a profit, thereby provid- 
ing assistance during the most difficult period 
of a business development. 

~ Unlike the lower corporation rate, the in- 
centive would not be restricted to incorpo- 
rated businesses. Entrepreneurs could qualify 
as a proprietorship or in a partnership, as 
well as in an incorporated firm. The tax 
credit would not be available to non-resi- 
dents, passive investors or corporations. 
The small business proposal was tabled in 
two separate documents — one discussing the 
best means of promoting entrepreneurship 
in Canada, the other concentrating on ad- 
ministrative aspects of the specific Ontario 
proposal. This totals five comprehensive 
documents which Ontario has contributed to 
the debate on national tax reform. The series 
began with a study of the revenue effects of 
the proposed federal reforms and a compre- 


lished in June 1970, followed by an analysis 
of the Ontario proposals which was recently 
released. 

The small business incentive proposal re- 
flects Ontario’s conviction that national tax 
reform must encourage economic develop- 
ment and should help Canadians develop 
their own business operations. While not 
discriminating against foreign investment in 
Canada, the incentive focuses on develop- 
ment of the Canadian economy by Cana- 
dians. 

Mr. MacNaughton listed many advantages 
of his proposal. However, he acknowledged 
it is a new tax plan which has not been tested 
in any other country. Accordingly, he urged 
that the proposal receive extensive review 
from both federal officials and organizations 
such as the Canadian Bar Association, char- 
tered accountants and the Canadian Tax 
Foundation. If necessary, he stressed, the 
dual corporation income tax rate should be 
retained, even if other tax reform measures 
proceed, until a new incentive plan can be 
implemented. 

Principles of the Ontario small business 
proposal could also be incorporated into a 
tax credit plan to encourage capital invest- 
ment in Canadian-controlled business in 
areas of special public interest. The incentive 
could be aimed at Canadian investors in 


businesses where foreign ownership is re- . 


stricted to 25 per cent, or any other appro- 
priate qualification. 

Comparing this approach to the proposed 
Canada Development Corporation, the 
Treasurer said it “would decentralize invest- 
ment decisions in areas identified for special 
incentive, as opposed to even more central- 
ization in another government bureaucracy”. 

The Ontario plan for small business has 
advantages over both the Commons and 
Senate committees’ proposals, according to 
the paper. It suggests that the Commons pro- 
posal of a disappearing incentive would im- 
pose a tax of 66.3 per cent on the first 
$70,000 of business income above $35,000. 
Similarly, the Senate proposal would entail a 
tax rate of 100 per cent on the first $21,150 
of business income above $100,000. It is felt 
that these high rates would penalize success 
and encourage tax manipulation to keep in- 
come down. Ontario also feels that a size of 
newness test such as proposed by both the 
Commons and Senate committees would be 


difficult to administer and would penalize 
growth. 

Acknowledging that the federal govern- 
ment is also preparing a small business in- 
centive proposal, Mr. MacNaughton urged 
that it be referred to the provinces for review 
and discussion along with the Ontario plan. 


Highlights of Proposal 

e A personal income tax credit (reduction) 
of 50 per cent of increased business invest- 
ment, to individual owner-operators, would 
replace the present dual corporation in- 
come tax rate over a staging period; 

e The tax credit would be restricted to indi- 
viduals who combine their own capital 
and efforts to run their own business, 
alone or with others; 

e The tax credit would be available only to 
Canadian residents — not to non-residents, 
passive investors or corporations; 

e The maximum annual credit would be 
limited to $10,000 with a lifetime limit of 
$100,000. 

e Increased business investment which re- 
sulted in a higher tax credit than could be 
deducted in the year of investment could 
be carried back one year and forward 
indefinitely; 

e Investment in proprietorship, partnership 
or incorporated business would qualify; 

e Property investments, portfolio securities 
and mining, gas and oil investments would 
not qualify; 

e Value of the incentive would be recovered 
fully or partially on death or permanent 
emigration and on disposition or with- 
drawal of investment; 

e Reasonable rollover provisions would per- 
mit reinvestment and avoid lock-in effects; 

e The proposed maximum annual tax re- 
duction available to an individual provides 
approximately the same maximum benefit 
now available from the lower corporate 
rate; 

e Use of a tax credit approach would give 
substantially the same proportionate bene- 
fit to both low- and high-income earners. 


Effects of Ontario’s 
Personal Income Tax Proposals 
On November 30, 1970 the Taxation and 
Fiscal Policy Branch of the Department of 
Treasury and Economics published a staff 
paper demonstrating the financial feasibility 
of Ontario’s proposals for personal income 
tax reform in Canada. 

The “Effects of Ontario’s Personal Income 
Tax Proposals” is a detailed analysis of 
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Ontario’s proposals for personal income tax 
reform presented in Winnipeg during the 
June meeting of the ministers of finance. The 
analysis is based on the Ontario General 
Income Tax Analyser (GITAN) and is on 
exactly the same basis as the “Analysis of 
the Federal Tax Reform Proposals, also 
presented at the Winnipeg conference. 
Included in the staff paper for the first 
time is an income taxe rate schedule designed 
to complement Ontario’s other proposals. 
The results of the analysis of Ontario’s 
proposals indicate that over the entire tax 
system the Ontario reforms would produce 
no over-all revenue changes in the test year 
1969. Revenue from the personal income tax 
would fall by some $300 million, a loss which 
would be recovered from changes to the cor- 
poration tax and the taxation of capital gains. 
Ontario’s proposals for personal income 
tax reform are based on a selective approach 
to providing tax relief for low income per- 
sons, and include a provision designed to 
integrate sales, property and income taxes 
for very low-income Canadians. On the basis 
of 1969, the Ontario personal income tax 
proposals would provide $188 million in 
cash transfers to Canadians not currently 
earning enough to pay income tax, in order 
to offset the property and sales tax these 
persons pay. The proposals would provide 


a further $75 million in added exemptions 
for single Canadians earning less than $3,000 
and families of four earning less than $5,100. 
Other proposals include $290 million in tax 
reductions for employment expense allow- 
ances and $50 million in tax credits for 
child care costs incurred by working mothers 
and single parents. Approximately $185 mil- 
lion in revenue increases would arise due to 
the taxation of a variety of currently untaxed 
items such as employer medicare contri- 
butions and a revised treatment of fringe 
benefits, among others. 

The rate schedule proposed by Ontario 
contains a variety of interesting new features, 
the most notable of which is a split rate. The 
proposed rate schedule contains one set of 
rates for single individuals and a second 
preferential set to be applied to couples and 
families, the two rates merging to form one 
rate at a taxable income of $3,000. The effect 
of the rate differential is to provide a constant 
$110 difference in taxes between single per- 
sons and families at equal taxable incomes. 
Other features include low initial rates (12 
per cent for families in contrast to a federal 
white paper rate of 21.76 per cent and a 
present rate of 14.80 per cent), a modest 
progression in rates over the middle income 
range and a top rate of 65 per cent on taxable 
income over $100,000. The effects of the 


proposed rate schedule, when combined with 
Ontario’s other proposals are to provide tax 
reductions for single persons earning less 
than $5,600, couples earning less than $9,300 
and families of four earning less than 
$10,000 per year. 

The GITAN analysis of Ontario’s pro- 
posals clearly shows that they do indeed con- 
stitute a viable reform alternative, producing 
no overall revenue change, while at the same 
time providing more significant tax reduc- 
tions for low-income persons than any set of 
proposals put forth to date. By using a selec- 
tive approach to tax reduction and tax credits 
instead of exemptions whenever possible, it 
would be possible to provide almost $400 
million in low-income tax relief without mas- 
sive increases in taxes on middle and lower 
middle income taxpayers. 


Copies of the five publications: Ontario 
Proposals for Tax Reform in Canada; Tax: 
Reform and Small Business; Analysis of the 
Federal Tax Reform Proposals; Effects of 
Ontario’s Personal Income Tax Proposals; 
and Technical Study on Tax Reform and_ 
Small Business are available upon request 
from the Taxation and Fiscal Policy Branch, 
Policy Planning Division, Department of 
Treasury and Economics, Frost Building, 
Queen’s Park. 


The Development of Ontario Economic Accounts 


M. V. Chari and R. H. Frank 
Department of Treasury and Economics 


In 1969 the Economic Analysis Branch of 
the Department of Treasury and Economics 
initiated a continuing research program to 
explore in depth the methodology of re- 
gional product estimation and, in particular, 
to develop national account type data on the 
provincial and sub-provincial levels. Reflect- 
ing the existing data and time limitations, 
this research was concentrated mainly on 
those components available at the national 
level which are susceptible to provincial de- 
composition. Provincial economic accounts 
constitute an invaluable tool for quantitative 


economic analysis and provide the indispens- - 


able data base for the development of an 
econometric model for the province. 

During the second half of 1969 a compre- 
hensive set of economic accounts with a 
conceptual framework similar to the national 
accounts was designed for the Province of 
Ontario. Estimates of the various compo- 
nents of the provincial accounts were essen- 
tially derived from the published national 
accounts and related information: available 
from Dominion Bureau of Statistics publica- 
tions. 

Reflecting the availability of new data and 
significant improvements in the statistical in- 
formation system, DBS recently completed a 
‘comprehensive revision of the Canadian na- 
tional accounts. However, since these revi- 
sions were not available at the time when the 
Ontario research project was initiated, the 
‘provincial income and expenditure compo- 
nents were first estimated on the basis of the 
available unrevised national accounts data. 
Nevertheless, this initial effort proved to be 


extremely useful in developing the basic 
conceptual framework and methodology re- 


quired to derive provincial income and ex- 


/penditure estimates. As the revised national 


accounts became available!, comparable ad- 
justments to the provincial accounts were 
implemented. In addition, revision of the 
data provided an opportunity to re-examine 
the basic concepts and methods used in de- 
veloping the provincial accounts to ensure 


their compatibility with the new DBS format. 


It should be emphasized that at provincial 
level there is a choice of two basically 


different alternatives within the framework 
of the traditional social accounting system, 
i.e. the “national” and the “domestic” con- 
cept. In general the “national” and the 


“domestic” concepts essentially distinguish 


incomes received by residents of the region 
from outputs produced within that region. 
However, at the provincial level the basic 


—1The summary tables of the revised national 
accounts have since been released: Dominion 


Bureau of Statistics, National Income and 
Expenditure Accounts, 1926-1968, August 
1969; a special supplement to the detailed 


conceptual difference between “income” and 
“output” must be independently recognized. 
For the purpose of this study, the income 
rather than the product approach was 
adopted and the income and expenditure 
estimates for the province of Ontario shown 
in the statistical appendix are based on the 
“national” concept. 

However, it is recognized that both the 
national and domestic concepts have advan- 
tages and disadvantages depending on the 
intended analytical use of the resulting esti- 
mates. Generally speaking, the accounts 
based on the “national” concept provide a 
deeper insight into the impact and depend- 
ence of the Ontario economy on the rest of 
Canada whereas the purely “domestic” 
framework measures more effectively eco- 
nomic activity strictly within the geographic 
confines of the province. 

For this reason, the Economic Analysis 
Branch has initiated, during the second half 
of 1970, the development of a set of income 
and expenditure estimates based on the “do- 
mestic”’ concept to facilitate a more compre- 
hensive analysis of the interaction of the 
Ontario economy with other provinces and 
the rest of the world. Work on this project 
is expected to be completed early next year 
and a detailed description and comparative 
analysis is scheduled for publication in the 
Ontario Economic Review. 

The present study describes in detail the 


underlying methodology for the development, 


of a comprehensive set of provincial eco- 
nomic accounts on the basis of the “national” 
concept. The first section outlines the con- 
ceptual framework of the Ontario accounts, 
while the second part of the article provides 
a concise exposition of the estimation pro- 
cedures employed. The final section presents 
a description of the sectoral accounts and 
their structural interrelationships. Annual 
estimates of the major components of On- 
tario Provincial Product for the period 1957- 
1969 are presented in the Appendix. A com- 
plete historical tabulation and analysis of the 
sector accounts will be published in a special 
supplement of the Ontario Economic Review. 


THE CONCEPTUAL FRAMEWORK 

The estimation of provincial product by de- 
composition of national series rather than by 
collection of independent provincial data 
implies that the structure and conceptual 
framework of the Ontario provincial ac- 
counts are determined to a significant degree 
by the national accounting system. Never- 


report National Income and Expenditure 
Accounts to be published later. The 
corresponding analysis of the sector accounts 
was provided through the courtesy of the 
Dominion Bureau of Statistics. 


theless, some modifications, such as the ex- 
plicit inclusion of interprovincial flows, were 
necessary in developing regional components 
which have no direct counterpart in the basic 
national accounting system. 

National accounting essentially provides a 
systematic description of the operation of the 
economy by bringing together the various 
transactions between the different economic 
units and organizing them into a set of inter- 
related sector accounts. The sector accounts 
are typically designed to distinguish between 
relatively homogeneous classes of transactors 
and the types of transactions. The exact num- 
ber of sectors and types of transactions dis- 
tinguished in a national accounting system 
obviously depend upon the desired level of 
detail, the availability of data and ease of 
statistical estimation, the underlying institu- 
tional framework and the extent of their 
usefulness in economic analysis. 

In the Canadian System of National Ac- 
counts, four sectors or transactor groups are 
distinguished: persons, governments, busi- 
ness, and non-residents. Similarly, four types 
of transactions are identified: (i) transactions 
in which the services of factors of production 
are exchanged for money or claims on 
money; (ii) transactions in which goods and 
services produced domestically or imported 
(other than the factors of production) are 
purchased with money or claims on money; 
(iii) transactions in which financial claims 
(and not real product) are exchanged for 
money or claims on money; (iv) transactions 
in which goods, services, money, or financial 
claims are remitted with none of these items 
being received in exchange and are, there- 
fore, collectively designated as transfer pay- 
ments. 

This broad classification of sectors and 
transactions is retained in the recent DBS 
revisions. However, significant changes have 
been made in the definitions of the sectors, 
and in the conceptual treatment of certain 
transactions which entailed a major reclassi- 
fication of items in the revised format of the 
sector accounts. For example, public hos- 
pitals have been transferred from the per- 
sonal to the government sector, municipal 
waterworks from government business enter- 
prises to general government, social insur- 
ance contributions are now treated as part 
of personal income, and withholding taxes 
are regarded as incomes accrued to non- 
residents. 

Essentially, the transactions for each sec- 
tor can be organized into four basic accounts: 
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production, income and expenditure, saving 
and investment, and financial flows. These 
four accounts for each of the four sectors can 
be conveniently regrouped to form a compact 
set of sector accounts. The Canadian national 
accounts prior to the recent revision con- 
sisted of a set of six sector accounts: an 
income and expenditure account for persons, 
governments and non-residents respectively, 
a production account for the business sector 
(business operating account), a consolidated 
investment income appropriation account 
and a national saving account. 

In the revised format income and expen- 
diture accounts are identified for the follow- 
ing sectors: persons, including private non- 
profit institutions and unincorporated busi- 
ness; government; corporate and government 
business enterprises; and non-residents. The 
former business operating account has been 
expanded into a consolidated production 
account. The saving and investment account 
is now shown separately for each of the four 
sectors instead of a single consolidated state- 
ment, thus distinguishing between the current 
income and expenditure accounts and the 
capital finance account for each of the four 
sectors. The previous investment income 
appropriation account which represented a 
consolidation of all sectors has been abol- 
ished but most appropriations of investment 
income appear now in the current income 
and expenditure account for corporate and 
government business enterprises. 

The national accounts constitute the es- 
sential data base for the design of provincial 
accounts. The theoretical basis and the con- 
ceptual framework of the national accounts 
have been taken into account in attempting 
their regional decomposition. Attention was 
directed to reconciling the two formats of 
the sector accounts in order to take maxi- 
mum advantage of the information available 
and to arrive at an internally consistent 
structure for the provincial accounts. 


The Sectors 

The sectoral classification of the Ontario 
provincial accounts was determined on the 
basis of the structure and availability of the 
national time series and the intended use of 
the provincial estimates. Six sectors were 
incorporated in the provincial accounts: a 
personal sector; the various levels of govern- 
ment in Ontario; the business sector; the 
federal government; the rest of Canada; and 
the rest of the world. An alternative classifi- 
cation comprising only four sectors, as used 


in the national accounts, would imply con- 
solidation of the federal government, the rest 
of Canada, and the rest of the world into a 
single non-resident sector. 

Although these sectors have the common 
characteristic of being non-resident relative 
to Ontario, they differ significantly in terms 
of their relationships with the various On- 
tario sectors. In view of their policy implica- 
tions for the Ontario economy it is important 
to explicitly distinguish federal-provincial 
transactions. As it is statistically difficult and 
of less significance from a policy point of 
view to isolate the various sub-sectors of the 
rest of Canada sector, they were consolidated 
into a composite sector. However, attempts 
have been made, whenever statistically fea- 
sible, to tentatively differentiate economic 
units within the rest of Canada sector. 

The definitions of the various sectors con- 
form closely to the corresponding national 
concepts. Thus, the personal sector is com- 
posed of all persons (including private non- 
profit organizations) resident in the province 
of Ontario. The residence status, at the oper- 
ational level, is determined strictly by the 
classification scheme adopted by DBS for the 
provincial distribution of personal income. 
The Ontario government sector comprises 
all general government departments and 
agencies at the provincial and local levels. 
Government business enterprises are treated 
as part of the Ontario business sector, while 


‘public hospitals, starting with 1961, are in- 


cluded in the government sector rather than 
in the personal sector in accordance with the 
recent DBS revisions. 

Although the national accounts definition 
of the business sector was accepted in broad 
terms, some definitional modifications were 
introduced to facilitate the conceptual and 
statistical treatment of corporations operat- 
ing in Ontario as well as in other provinces. 
The alternatives are to treat such corpora- 
tions either as single entities ascribing their 
total income to one particular province or to 
allocate corporate income to those provinces 
in which a company operates. Essentially, 
this implies the derivation of corporate in- 
come either on a “national” basis with a 
subsequent adjustment to a “domestic” con- 
cept or defining the corporate sector as in- 
clusive of all operating establishments in a 
particular province regardless of its legal 
entity yielding a “domestic” income estimate 
which could then be adjusted to the “na- 
tional” concept. 


While both approaches have advantages 
and disadvantages, the former was adopted 
as a basis for the development of the Ontario 
provincial accounts since its application 
preserves the legal entity of corporations and 
results in a meaningful provincial distribu- 
tion with respect to intersectoral transac- 
tions. Therefore, all corporations filing tax 
returns with Taxation District Offices located 
within the province of Ontario in accordance 
with the information provided by the De- 
partment of National Revenue, are consider- 
ed as belonging to the Ontario corporate 
sector. 

The federal government sector is treated 
essentially as non-resident in a national ac- 
counting sense. Only transactions between 
the federal government and persons, busi- 
nesses and governments of Ontario are 
considered, while all federal operations con- 
ducted with those outside the province are 
ignored. This conceptual treatment empha- 
sizes the “national” rather than the “domes- 
tic” basis of income estimation. | 

The conceptual basis for the estimation of 


the remaining two non-resident sectors is 


similar to that of the federal government. 
The rest of Canada sector is composed of all 
persons, governments and businesses belong- 
ing to, or resident in, any of the provinces of 
Canada except Ontario, with each economic 
unit of the rest of Canada being defined 
similarly to the corresponding sectors of 
Ontario. The rest of the world sector com- 
pares exactly with the non-resident sector of 
the national accounts and includes all per- 
sons who are not normally resident in Can- 
ada and all governments and business located 
outside of the geographical boundaries of 
Canada. 


The Transactions 

As the provincial accounts are basically de- 
rived from the decomposition of the aggre- 
gate national estimates, the national accounts. 
definitions of the various components of 
income and expenditure are retained in gen- 
eral at the provincial level. However, certain 
modifications had to be made in the concep- 
tual treatment of the intersectoral transac- 
tions at provincial level. 

_ An important difference between the On- 
tario and the national accounting systems 
stems from the conceptual treatment of the 
various non-resident sectors identified sepa- 
rately for the province. It should be noted 
that national transaction data have been de- 
composed to arrive at the corresponding 


Ontario components. In general, the criterion 
used to determine the Ontario share is 
whether the transacting unit is resident or 
non-resident independent of the location 
where the physical output associated with the 
transaction is produced. In other words, the 
“national” basis rather than the “domestic” 
basis is emphasized in the provincial alloca- 
tion of national totals. However, in the final 
consolidation, appropriate adjustments are 
made to convert the “gross product” from a 
“national” to a “domestic” concept. 

The distinction between the “national” 
and “domestic” concepts of gross product 
adopted in the provincial accounts is not 
strictly analogous to the corresponding con- 
ceptual treatment accorded at the national 
level. In the national accounts, adjustments 
are made only for certain investment in- 
comes — mostly interest and dividends. Other 
factor incomes such as wages and salaries 
received from, and paid to, non-residents are 
ignored on the grounds that they are rela- 
tively insignificant for purposes of convert- 
ing gross product from a “national” to a 
“domestic” basis and vice versa. Adoption 
of a similar convention at the provincial level 
would obviously distort the measure of total 
product. For example, the federal-provincial 
or interprovincial wage payments (or re- 
ceipts), can hardly be regarded as insignifi- 
- cant. Accordingly, exports and imports are 
redefined to include, in addition to the trade 
flows of goods and services, the flows of all 
factors of production as far as they could be 
identified. 

The transactions with all non-resident 
sectors are uniformly classified into three 
groups: factor incomes received or paid, re- 
ceipts or payments for goods and services 
other than factors of production, and transfer 
payments. The first group of transactions is 
applied to adjust gross product from a “na- 
tional’ to a “domestic” basis and vice versa, 
while the first and second groups together 
determine the trade balance in the expendi- 
ture approach to provincial product estima- 
tion. The transfer items are excluded from 
both the income and expenditure aggregates. 

A different conceptual treatment is used 
for interest on the public debt. Interest on the 
public debt is generally conceived as a trans- 
fer payment since it does not represent pay- 
ment to factors of production and involves 
no exchange of goods or services produced 
within the economy. This approach would be 
appropriate for a closed economy with no 
transactions taking place with non-residents. 


But, in an open economy, a portion of inter- 
est on the public debt is received by non- 
residents and, to this extent, it does not 
constitute merely a transfer of money but a 
potential claim on domestically-produced 
goods and services. Moreover, from the point 
of view of the government, borrowing abroad 
differs significantly from domestic borrowing. 
On the basis of these considerations, the por- 
tion of interest on the public debt paid to 
non-residents is recorded in the national 
accounts as part of the earnings of non- 
residents and is included in imports as a 
factor payment; it is considered as a charge 
against domestic product but not as a part 
of Canada’s national income. 

A straightforward extension of this ap- 
proach to the provincial level would be 
inappropriate for various reasons. At the 
national level, the choice of treating interest 
on the public debt paid to non-residents as 
a transfer payment or as a factor income is 
not of great importance because of the rela- 
tively small magnitudes involved. However, 
at the provincial level, the corresponding 
amounts are of much greater significance, 
especially when the federal government and 
the rest of Canada are regarded as non- 
resident. 

In the Ontario provincial accounts all 
payments of interest on the public debt, to 
both residents and non-residents, are re- 
garded as transfer payments. Interest pay- 
ments made by the Ontario government to 
non-residents either abroad or in the rest of 
Canada can at best be considered as a 
transfer of money or claims on money. Such 
payments convey no potential claim on 
domestically produced output, in the sense 
that the corresponding receipts need not 
necessarily be used to purchase goods and 
services produced only in Ontario. On the 
same basis, interest on public debt received 
by Ontario residents from non-residents such 
as the federal government or rest of Canada 
governments cannot be conceived as an ad- 
dition to the provincial product. 

Prior to the DBS revisions, interest and 
dividend payments to non-residents in the 
national accounts were measured net of 
withholding taxes, which in turn were treated 
as part of federal government investment 
income received directly from the business 
sector. However, in the revised format, with- 
holding taxes are regarded as part of the in- 
come accruing to non-residents. Thus, all 
incomes paid to non-residents are measured 
gross of withholding taxes. However, there 


is nO corresponding entry for the withhold- 
ing tax component in the federal government 
account of transactions with Ontario, since 
it reflects only an intersectoral transfer be- 
tween the federal government and non-resi- 
dents abroad. 

The treatment of capital formation and 
physical change in inventories in the provin- 
cial product estimation differs significantly 
from that in the national accounts. In the 
national accounts, these items are considered 
on a domestic basis in the sense that the cor- 
responding goods are physically located with- 
in the geographical boundaries of Canada 
(regardless of their ownership status). This 
implies that any acquisition of capital goods 
abroad by the business sector would not be 
regarded as part of domestic capital forma- 
tion nor as imports unless the goods in ques- 
tion are physically brought into Canada. The 
corresponding expenditures are regarded as 
financial flows and hence would be included 
in the “surplus on current account with non- 
residents” which is added to domestic capital 
formation in the consolidation of the saving 
and investment account. The extension of 
this approach to the provincial level not only 
involves statistical problems of measurement 
but appears to be inappropriate, especially 
in view of the extent of interprovincial oper- 
ations of large multi-regional companies. 

Thus, in the provincial accounts invest- 
ment is measured on an ownership basis 
rather than on the physical location of 
assets. Business gross investment in fixed 
assets is defined as including all capital ex- 
penditures made in Canada by the business 
sector of Ontario, regardless of the opera- 
tional location of the corresponding assets. 
This investment concept does not correspond 
to the conventional definition, since it ex- 
cludes capital expenditures related to the 
transfer of existing assets as well as acquisi- 
tions of capital goods abroad. A similar con- 
cept using the ownership criterion is adopted 
for defining the physical change in inven- 
tories. 


ESTIMATION PROCEDURES 

At the national level, essentially two broad 
approaches are used to arrive at the measure 
of gross product, the “income” approach and 
the “expenditure” approach. In principle, 
both approaches can be adopted at the pro- 
vincial level. The “income” approach in- 
volves aggregation of various factor incomes 
to arrive at net product at factor cost, which 
adjusted for capital consumption allowances, 
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indirect taxes and subsidies yields the gross 
product at market prices. The “expenditure” 
approach, on the other hand, sums final 
purchases by all residents to which the total 
exports less imports and the change in in- 
ventories are added to arrive at gross expen- 
diture. Theoretically, these two methods 
should yield identical measures. However, in 
practice these aggregates differ, resulting in 
a statistical discrepancy. The difference is 
divided into two equal parts and posted as a 
“residual error’ so as to make the measures 
of both gross product and gross expenditure 
identical. 

Gross Provincial Product for Ontario is 
arrived at by using both approaches since the 
estimates are essentially derived from a 
detailed analysis of sector accounts. The 
provincial sector accounts are estimated by 
allocating each transaction presented in the 
corresponding national sector accounts. All 
transactions at the national level can be 
grouped into three categories: transactions 
between two distinct sectors, transactions 
between units within a single sector, and 
accrual items consisting essentially of busi- 
ness investment and capital formation. 

A typical intersectoral transaction at the 
national level can be conceived in two differ- 
ent ways for purposes of provincial alloca- 
tion. First, from the point of view of the 
recipient, the total amount involved can be 
regarded as received by the corresponding 
Ontario and non-Ontario sectors. Secondly, 
from the point of view of the disbursing unit, 
the same amount can be regarded as paid by 
the corresponding Ontario and non-Ontario 
sectors. Thus, an intersectoral transaction at 
the national level, say between sectors X and 
Y, can be disaggregated into four different 
components. 


Disbursing Receiving Unit X 
Unit Y Ontario Non-Ontario Total 


Ontario 


Non-Ontario 


sj 
Ak 


otal 


This two-way classification was generally 
adopted for allocating all intersectoral trans- 
actions available at the national level to the 
Province of Ontario. However, exceptions to 
this general rule were made in specific cases. 
Marginal allocations both from the recipi- 
ent’s and disbursing unit’s point of view for 
certain components such as personal income 
and its major parts were available in the 


national accounts. Other intersectoral trans- 
actions, for which no such provincial break- 
down is directly available, were allocated on 
the basis of supplementary information 
available from published and unpublished 
sources. For example, almost every com- 
ponent in the government sector accounts 
(provincial and municipal governments and 
hospitals only) was disaggregated into On- 
tario and rest of Canada shares on the basis 
of the available information on government 
finance. 

Using the marginal totals of the tables for 
each intersectoral transaction as necessary 
constraints and possible guidelines, the re- 
spective distributions among the inner cells 
as per the above lay-out were made. For this 
purpose, appropriate ratios were derived for 
each component, either on the basis of auxil- 
iary information or by making specific as- 
sumptions. For example, net income received 
by farm operators or by non-farm unincor- 
porated business in Ontario was assumed to 
be entirely generated within Ontario and 
recorded directly as a payment by the On- 
tario business sector. However, for other 
components such as wages, salaries, and sup- 
plementary labour income, and intersectoral 
purchases of goods and services, a complete 
four-way allocation as per the above lay-out 
was made. 

However, this approach is not applicable 
to transactions within a single national sector. 
First, almost all intra-sectoral transactions 
such as intra-business purchases of goods 
and services or intra-governmental transfers 
are assumed to cancel out and hence are not 
shown explicitly in the national accounts. 
One of the most important exceptions to this 
general format is direct services of persons 
which is shown explicitly as an intra-personal 
transaction in the national accounts since it 
constitutes a factor income. It was assumed 
that interprovincial intra-personal wage pay- 
ments are not significant, at least in the 
net sense. Accordingly, the value of direct 
services of persons in Ontario is derived 
residually from the wages, salaries, and 
supplementary labour income allocated by 
province, after deducting the corresponding 
receipts from other sectors. An alternative 
estimate was also derived as a component of 
personal consumption expenditure and com- 
pared with the former estimate prior to 
selecting the most appropriate measure. 

All intra-governmental transfer payments 
made by the Ontario provincial government 


conceptually cancel with the corresponding 
receipts of Ontario municipalities and hos- 
pitals and vice versa. However, net transfer 
receipts from the federal government were 
explicitly estimated on the basis of the avail- 
able information on government finance. On 
the other hand, no adequate estimate of inter- 
provincial intra-business purchases of goods 
and services could be made due to lack of 
data in this area. The exclusion of this compo- 
nent from the provincial accounts does not 
seriously affect the aggregate measure of 
Gross Provincial Product. Such transactions 
are likely to take place on balance in a 
net sense, implying that purchases are of the 
same magnitude as the corresponding sales. | 
This tends to understate exports and im- 
ports, although the error involved is not) 
necessarily of the same order of magnitude, 
since the corresponding trade in consumption 
goods and services has already been taken) 
into account in the allocation of the appro- 
priate intersectoral transactions. 

An entirely different approach to provin- 
cial allocation was adopted for the income: 
and expenditure components which are 
shown as transactions strictly in the account- 
ing sense and do not represent payments | 
(or receipts) between one sector and another; | 
examples of such items are corporate profits, | 
capital formation, value of physical change’ 
in inventories, and capital consumption al-! 
lowances. A fairly comprehensive analysis of | 
corporate profits and related data such as , 
corporate taxes and dividends was made. It 
should be recalled that the Ontario corporate 
sector has been defined on the basis of its 
legal entity. Thus, an Ontario corporation 
may operate within the geographical boun-_ 
daries of Ontario and maintain establish-— 
ments outside of Ontario. This definition 
applies also to non-Ontario corporations. 
Thus, total corporate profits at the national) 
level can be split into a two-way classifica- 
tion. 


Profits of Corporations of 


Rest of | 
Canada Total — 


Profits earned 
Ontario 


In Ontario 
Outside Ontario 


The Department of National Revenue 
provides information on the marginal distri- 
bution of Canadian corporate profits com- | 
patible with this classification. This provincial 


breakdown together with supplementary in- 
formation on the provincial assessment of 
corporate taxes yields the allocation for the 
inner cells. Corporate taxes have been esti- 
mated as payments to the federal govern- 
ment and to the Ontario and rest of Canada 
provincial governments respectively. Under 
the existing legislation, a corporation pays 
provincial taxes only on that portion of 
profits which is earned in a particular prov- 
ince. Differential provincial tax rates have 
been taken into account in the estimation 
procedures. Dividends paid by Ontario and 
rest of Canada corporations are distributed 
among recipients in Ontario, the rest of 
Canada, and the rest of the world. 

In order to allocate capital formation and 
changes in inventories, a distinction was 
made between the ownership of assets and 
the physical location of assets. Thus, total 
business capital formation at the national 
level can be decomposed into four parts: 


Capital Formation 
by 


Ontario R.O.C. Total 
business business 


Capital Formation 
located 


In Ontario 
Outside Ontario 


Total 


The corporate profit analysis with appro- 
priate adjustments made to account for the 
unincorporated business sector provided the 
necessary basis for the allocation of invest- 
ment by ownership status, while the distribu- 
tion by location is obtained on the basis of 
published information on public and private 
investment in Canada. This information was 
then used to allocate provincially capital 
consumption allowances and other related 
data. A similar procedure was adopted for 
value of physical change in inventories as 
well as for inventory valuation adjustments 
attributable to the Province of Ontario. 


THE SECTOR ACCOUNTS 
The various income and expenditure com- 
ponents and the intersectoral transactions are 
arranged in the form of eight basic accounts 
for the Province of Ontario. A double-entry 
bookkeeping system is maintained through- 
out, thus balancing total revenue (or receipts) 
with total expenditure (or payments) for each 
account. 

The structure of the Ontario sector ac- 
counts resembles more closely the original 


rather than the revised format of the national 
accounts. The unrevised format was adopted 
because of the conceptual and statistical 
limitations associated with the revised format 
at the provincial level, particularly the de- 
tailed estimation of the financial flows, and 
the conceptual separation of the current ac- 
count from the capital finance account. 


Current Account: Personal Sector 

All incomes received by and accrued to all 
residents of Ontario classified to the personal 
sector as defined earlier are collected in this 
account. The main components of personal 
income are defined identically with those in 
the national accounts. 

Wages, salaries and supplementary labour 
income and transfer payments are allocated 
to domestic and non-domestic sources, with 
the particular economic units specified with- 
in the rest of Canada sector. Intra-personal 
wage payments taking place between Ontario 
and other provinces are not likely to be of 
significant order. Similarly, the rest of Canada 
governments are assumed to conduct their 
operations within the geographical bound- 
aries of their respective provinces and to em- 
ploy no residents of Ontario and vice versa. 

No further sectoral breakdown of net in- 
come of non-farm unincorporated business 
including rent and net income of farm oper- 
ators from farm production was attempted 
since they are assumed to be generated within 
the Ontario business sector. Interest, divi- 
dends and miscellaneous investment income 
of persons was analyzed by sector as part of 
the Investment Income Appropriation 
Account. 

On the debit side of this account, all ex- 
penditure items of the personal sector are 
balanced against total personal income to 
derive personal net saving. The component 
definitions are again comparable to those 
used in the national accounts. All items are 
broken down into payments to domestic 
sectors and to non-residents. Employer and 
employee contributions to social insurance 
are treated in accordance with the DBS re- 
visions as part of personal income and de- 
ducted as transfers on the expenditure side. 


Current Account: Government Sector 

This account shows the combined current 
revenue and expenditure of the provincial 
and all local governments and includes pub- 
lic hospitals starting with 1961. It consoli- 


dates estimates for each level of government 
by grouping together certain basic transac- 
tions and indicates the intersectoral flows of - 
transactions. 

Taxes and other transfers paid by persons 
originate by definition from Ontario resi- 
dents only, whereas direct and indirect busi- 
ness taxes are allocated between Ontario and 
rest of Canada sources. Direct corporate 
taxes are calculated on a “liability” rather 
than on a “collections” basis and therefore 
include the excess of tax liabilities over col-— 
lections which are not distinguished sepa- 
rately in the provincial accounts. 

No sectoral breakdown of government 
investment income has been attempted. Al- 
though it can be assumed that the remitted 
profits of government business enterprises are 
generated entirely within the Ontario busi- 
ness sector, interest and miscellaneous in- 
vestment income can conceivably be received 
from other sectors as well. Because of the 
statistical problems involved, both these 
receipts are merged together with all other 
provincial investment income components 
and analyzed collectively for sectoral origin 
in the Investment Income Appropriation 
Account. 

Included in current revenue are transfers 
received by all levels of Ontario government 
from the federal government. In the national 
accounts, all intergovernmental transfer re- 
ceipts cancel with the corresponding payments 
in their consolidation. However, aggregation 
at the provincial level cancels only those 
transfers among the Ontario provincial and 
local governments and Ontario public hos- 
pitals. 

The intersectoral division of current pur- 
chases of goods and services from persons 
and business is shown and they are taken as 
net of government sales to the corresponding 
sectors. As in the revised national accounts, 
capital consumption allowances are con- 
ceived of as current purchases by government 
from itself for use of own capital. The re- 
maining items are transfers of interest on the 
public debt, subsidies, capital assistance and 
various other payments to persons. These 
are divided between resident and non-resi- 
dent recipients except for the last item, other 
transfers to persons, which is assumed to be 
made to Ontario persons only. 

The saving item represents the surplus (++) 
or deficit (—) on current account and is 
essentially defined as a balancing item. Sav- 
ing as shown here differs from the overall 
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government surplus or deficit by the amount 
of government capital expenditures. 


Operating Account: Business Sector 

This account summarizes the transactions of 
the Ontario business sector as they relate to 
the employment of the factors of production. 
The output of this sector combined with 
direct imports of goods and services consti- 
tutes the total value of sales by the business 
sector. After allowing for sales to the per- 
sonal, government and non-resident sectors, 
the residual is treated as retained within the 
business sector in the form of accumulated 
inventories or investment in fixed assets. 

Although the conceptual treatment of this 
account is analogous to that in the national 
accounts, certain major modifications were 
made to accommodate the specific definitions 
adopted for the Ontario business sector and 
to recognize the extent of interprovincial 
transactions. At the national level, all intra- 
business purchases and sales of goods and 
services cancel in the aggregation process. 
While intra-business purchases and sales of 
goods and services within Ontario could be 
ignored in developing the provincial ac- 
counts, the same is not true of sales and 
purchases between Ontario and the rest of 
Canada business sectors. Another distin- 
guishing feature of this account is the differ- 
ent conceptual treatment of investment in 
fixed assets and inventories, as outlined 
earlier, with ownership rather than location 
adopted as criterion. 

On the revenue side, sales of capital 
goods are the only interprovincial transac- 
tions between businesses which are shown 
separately. Interprovincial trade among busi- 
nesses in consumption and_ intermediate 
goods could not be taken explicitly into ac- 
count because of data limitations and statisti- 
cal problems of measurement. However, the 
error implied by this exclusion is not expected 
to be very significant at the aggregate level. 

Ontario business sales of consumption and 
intermediate goods and services to rest of 
Canada business is offset at least to some 
degree by a similar flow of goods and services 
into Ontario, while estimation of consump- 
tion expenditures from the buyer’s side is as- 
sumed to cover purchases from all businesses 
in Canada. Thus, exclusion of intra-business 
interprovincial trade in consumption goods 
is expected to distort only slightly the inter- 
sectoral allocation of certain operating ac- 
count components but not to affect the total 
magnitudes of these components. The over- 
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all implication of these exclusions is that the 
provincial export and import series may be 
understated, although the error on net bal- 
ance is likely to be insignificant. 

The expenditure side of this account lists 
those cost items which determine the value 
of goods and services produced. Included 
here are both factor costs and other indirect 
costs which represent a part of the market 
prices of goods and services. The net differ- 
ence between total revenue and expenditure 
is divided into two equal parts and recorded 
as “residual error” to balance the two sides 
of the account. 


Investment Income Appropriation Account 

The Investment Income Appropriation Ac- 
count collects all elements of investment 
income and traces their disposition to the 
various sectors. On the source side, invest- 
ment income is classified according to the 
resident status of the disbursing units, with 
the sectoral identification of the correspond- 
ing income recipient indicated wherever sta- 
tistically feasible. One major investment 
income component received from the rest of 
Canada requires some discussion. Ontario 
corporate retained profits accrued in the rest 
of Canada represent that portion of total re- 
tained profits arising from operations in other 
provinces. Thus, this item must be deducted 
from total investment income to arrive at the 


domestic component. Correspondingly, that 


portion of the retained profits of rest of 
Canada corporations accrued in Ontario 
must be considered as part of Ontario’s in- 
vestment income and recorded as a factor 
payment to the rest of Canada business sector. 

The disposition of total investment in- 
come, whether originating in Ontario or 
elsewhere, is shown in a comprehensive form. 
Individual components are essentially iden- 
tified from the recipient’s point of view. 
Although at the national level all intercorpo- 
rate payments and receipts of dividends 
cancel out, they must be shown explicitly 
when dealing with a province. The net bal- 
ance of receipts over payments forms a part 
of investment income received by Ontario 
business. 

Interest on the public debt paid to Ontario 
residents by all governments and interest on 
the consumer debt received by Ontario busi- 
ness must be deducted since they do not 
constitute part of the production of goods 
and services and are excluded from total 
investment income. 


Provincial Saying and Investment Account 
In this account, the savings attributable to 
the various sectors of the Ontario economy 
are brought together to yield total provincial 
saving. This total is distributed between in- 
vestment expenditures of Ontario residents 
(for fixed assets and inventory accumulation) 
and the surpluses (or deficits) on account 
with non-residents which represent net 
foreign investment (or disinvestment) by On- 
tario residents. 


Non-resident Sector Accounts 

These accounts are prepared separately for 
the federal government, the rest of Canada, 
and the rest of the world and can easily be 
generated from the other five accounts within 
the framework of the double-entry book- 
keeping system. The balancing item on each 
non-resident account is posted on the credit 
side and represents the excess of total pay- 
ments made by Ontario over the correspond- 
ing total receipts. 


CONCLUSION 

The estimation of reliable time series on pro- 
vincial income and expenditure and the de- 
velopment of a comprehensive set of eco- 
nomic accounts revealing the intersectoral 
and interregional flows of product is of 
major significance for economic analysis. 
While national income and related aggregates 
are estimated with a fairly high degree of 
accuracy and in considerable detail, such 
estimates at the provincial and sub-provincial 
levels are virtually non-existent. 

Although the Dominion Bureau of Statis- 
tics publishes total personal income and its 
major components by province, the majority 
of economic account components are avail- 
able only at national level. 

It is in this context that the Economic 
Analysis Branch of the Economic and Statis- 
tical Services Division has initiated the de- 
sign and estimation of a set of economic 
accounts for Ontario. This attempt should 
be interpreted as exploratory in nature, 
recognizing that the estimates are subject to 
revision. A significant improvement in the 
estimation of provincial economic accounts 
could be accomplished if DBS were to en- 
large its scope of operations by providing 
more detailed data at provincial level in addi- 
tion to existing provincial personal income. 
This would facilitate the adoption of a uni- 
form and consistent conceptual framework 
of income and product estimates by all pro- 
vinces. 
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The Development of Ontario Economic Accounts 


Matrix of Sectoral Transaction Flows 
Sector Accounts 


Personal Government 
Type of Transaction Sector Sector 


S3 D* S D 


FACTOR INCOMES 
. Wages, salaries and supplementary labour income of Ontario persons 
. Wages, salaries and supplementary labour income of rest of Canada residents 
Net income of non-farm unincorporated business including rent 
. Net income of farm operators from farm production 
. Interest, dividends and miscellaneous investment income of Ontario persons+ 
. Ontario government investment income Xx 
. Domestic investment income 
Federal government investment income! x 
. Intercorporate dividends 
Ontario corporate retained profits accrued in rest of Canada 
. Rest of Canada corporate retained profits accrued in Ontario 
. Corporate dividends to persons from rest of Canada 
. Corporate dividends to rest of Canada from Ontario 


xxx 


SDOMIDNAWNE 


RR Re 
WnNre 


PURCHASES OF GOODS AND SERVICES 
14. Personal expenditure on consumer goods and services xX x 
15. Government expenditure on goods and services x 
16. Exports of goods and services 
17. Imports of goods and services 


FINANCIAL FLOWS 
18. Personal net saving x 
19. Government net saving xX 
20. Business net saving 
21. Business investment in fixed assets? 
22. Value of physical change in inventories? 
23. Inventory valuation adjustment 
24. Capital consumption allowances x 
25. Surplus (+-) or deficit (—) on federal government account 
26. Surplus (+) or deficit (—) on rest of Canada account 
27. Surplus (++) or deficit (— ) on rest of the world account 


TRANSFER PAYMENTS 
28. Transfers to personal sector x 
29. Transfers to government sector 
30. Transfers to business sector 
31. Transfers to federal government 
32. Transfers to rest of Canada 
33. Transfers to rest of the world 
34. Interest on the public debt paid by Ontario government 
35. Interest on the public debt paid by federal government 
36. Interest on the public debt paid by rest of Canada governments 


xx KKM 
x ~~ KM K 


'These items include transfers of interest on the public debt which are also covered in Group IV. 
These investment items can also be conceived of as purchases of goods and services. 

3Source 

4Disposition 
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Investment 
Federal Rest of Rest of Income Saving and 
Business Government Canada The World Appropriation Investment 
Sector Account Account Account Account Account 
N) D S D S D S D S D S D 
xX x x x 
x xX 
Xx 
Xx 
Xx 
x 
Xx x 
Xx x 
x x x x 
x x 
x Xx 
x x | 
X x | 
| 
Xx Xx x 
x xX x 
x Xx x x x 
Xx x x x 
x 
x 
x xX 
x x 
x Xx 
> x 
x x 
Xx x 
x XxX 
Xx Xx 
xX x x x 
Xx x x XxX 
x x x 4 x 
Xx x x 
x x xX 
x 
Xx x x x 
xX x 
x x 


16 


mm ee eee ee 


Cor Ce Ae PV 


Pee Pelee EL 


Gomedce ore Gla eOl 


= 


"SMO}} UOIJOESUBI} [2E10}D9S JO XIJEW BY} Ul UO!}JEOIZUSP! MOI BY} 0} J9J94 SMO1IE BAOGE JO 148] 0} SUBqUUNNY :B}ON 


Selected Economic Indicators 


Leading Indicators 


Average Weekly Hours Worked in Manufacturing, Ontario (Seasonally Adjusted) 


_41 
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New Orders in Manufacturing Industries, Canada (Seasonally Adjusted) $ Billion 
_4.0 
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Commercial/ Institutional and Industrial Construction Contracts, Ontario . $ Million 


_200 
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Trend Cycle 
Seasonally Adjusted _60 
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Housing Starts in Centres of 10,000 Population and over, Ontario (Seasonally Adjusted at Annual Rates) Thousand 
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Leading Indicators 


Total Money Supply, Canada (Average of Wednesdays, Seasonally Adjusted) $ Billion 
_30 
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Toronto Stock Exchange Industrial Index (1956 = 100, Not Seasonally Adjusted) oe 
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Coincidental and Lagging Indicators 


Gross National Product, Canada (Quarterly, Seasonally Adjusted at Annual Rates) $ Billion 
8 _80 
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new series 
(constant 1961 dollars) 
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Average Hourly Earnings in Manufacturing, Ontario (Seasonally Adjusted) 
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Coincidental and Lagging Indicators 


Average Yield of 3-Month Treasury Bills, Canada (Last Wednesday of the Month, Not Seasonally Adjusted) Per Cent 
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Employment, Ontario (Seasonally Adjusted) Million 
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Unemployment Rate, Ontario (Inverted Scale, Seasonally Adjusted) : % of 
Labour 
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Index of Motor Vehicle Production, Canada (1961 — 100, Seasonally Adjusted) Index 
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